**r' AiR POOCTf 



CONFIDENTIAL 



IANDLINE INDICATOR 



FOREIGN SERj /lCEi - pfi S- ^rV 

Araembassy BONN 






/ For DepartmencJtree Only 
j ; I t| £.$2^ (TO 



THE DEPARTMENT OF STATE. WASHINGTON. 



REF : Embdesp. No. 1122, February 8, 1961. /~A/ 



January 24. 196 2 



~yfr- 



















/.' 


- // 


-«-/-? 


J/J 


-j t 


//»-/ 


j/f- 


/ U 


Uf^' 


1 ftc 


U.eOnly 


c 

T 
I 

O 
N 


£U?-y 


N 
O 


% 


2. 


"1 


Z 


5* 




2- 


T 


cu 


lr 


E 

3 


/ 


2. 


ICA 




'- 


/o 


Jo 


X 


7 


£ 


i- 


a. 


2- 
















ECO 

/-Jo 


3 


J 


y/ 


3 


^? 


OCB 


u ? 




^j^ 
^ 











The German Political Scene at the Turn of the Year. 



r 1 

The enclosed Memorandum contains a review of the major political 
problems, the state of the Federal Republic's foreign relations, and the 
internal pAitical situation at the beginning of 1962. The Embassy's con- 
clusions are in summary as follows; 

The Berlin problem overshadows all the rest. The shock experienced, 
by the Germans at the erection of "the Wall" on August 13 and the absence 
of any significant and tangible Allied response produced doubts about 
AlliM intentions, criticism of Allied tactics and of Bonn's inaction, and 
a sense of frustration among both Berliners in particular and Germans in 
general, who simultaneously wish to have a greater voice in their own fate 
and yet recognize that both the capability and the responsibility of safe- 
guarding Berlin and European security lie primarily in the hands of their 
Allies, The Germans have endeavored to be a good Ally, providing generous 
material support for Berlin and building up forces toward NATO goals. At 
the same time they nervously scan every sign for a hint of changes in 
Western strategy or policy over Berlin. Realizing that any concession 
for the sake of the alliance is apt to be at the cost of their own national 
interests — and charged against those German leaders and parties which 
have most closely identified themselves with the alliance — the German 
Government has sought to reduce the risks by limiting negotiations with 
the Soviets to the narrowest basis possible. 

The Germans are caught in dilemmas whichever way they turn. It is 
an emotional impossibility for any of them — especially any political 
leader — to renounce the aim of reunification; yet they know in fact that 
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for thexr oppressed fellow citizens in the East, many of them relatives and 
friends. It is also an emotional impossibility for the Germans to renounce 
West Berlin*s identification with the Federal Republic, though they realize in 
fact that its security depends on retention of the city's separate status as an 
Allied occupied area. Or to renounce the sa ction of war and threat of immediate 
nuclear retaliation for any vital infringement of Allied rights in Berlin, 
though they know that there is likely to be a gradation of several steps before 
the whole alliance would commit itself to the ultimate sanction, or indeed even 
to costly intermediate sanctions. The net result is that they are thrown onto 
the defensive, quick to see the disadvantages of others* proposals and at a loss 
what to suggest on their own. 

Inr'l962 we may anticipate that the Federal Gqernment will continue 
responsibly to associate itself with its Western Allies, particularly the U.S., 
in seeking the preservation of West Berlin's freedom and viability, including'if 
feasible a negotiated settlement, while building up German Armed Forces. Bonn's 
, policy is apt to remain both substantively and tactically defensive because of 
fears that the Allies may go too far, causing the Federal Republic to pay too 
high a price for a modus vivendi on Berlin.'. It will probably find a certain 
comfort and sense of reinsurance in French intransigence and will continue to 
look with misgiving at possible British influence in the Berlin question. 

Two other problems of major significance that bear a relation to the 
Berlin situation are the defense measures taken by the Federal Republic and 
■ questions that have arisen wth regard to nuclear weapons and NATO strategy. 

After going through the first eight months of 1961 with no notable sense 
of urgency in its defense build-up, the Government was galvanized into action as 
a result of the developing Berlin crisis. It is now proposed to extend the 
period of compulsory military service from twelve months to eighteen months, 
and to increase the 1962 Defense Budget, originally set at DM 13.5 billion/to 
15.6 billion. The Government expects to secure parliamentary approval for these 
measures without too much difficulty. An interim administrative measure ex- 
tending compulsory service for three months will raise the total strength of 
German forces to 375,000 (inclusive of January draftees) as compared with 
291,000 in January 1961. In anticipation of the budget increase, the Ministry 
of Defense has already greatly expanded procurement of conventional equipment. 
Government-to-government orders from the U.S. alone reached over $600 million 
in 1961 a s^ compared with a^ previous. annual;-level of $250 million. 

Attention -to the achievement of NATO goals, seen in the build-up of - 
German forces, did not divert the Federal Government from its interest in the 
future pattern of Western defense strategy and a certain disquietude lest the 
United States was considering a ma jor shift in strategy (in the direction of 
priority upon conventional -forces to improve the capacity of the Alliance to 
meet cerfa in types of linited ectiom and # *her eby» •wise *fre .threshold at which . 
I nuclear weapons would JjeJ coJimjLttfldJ.'.Tlte. Bj»n|i GQvetpmejtt ;i$ eager to build up I 
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' the German nuclear delivery systems* (warheads sutfjeof 'ttfV+Sl'tchl&Sl'}* on the ' 
most modern basis. This is a ref Je$tJ.on JoJ; {he jjcjnvljticfi jtfiat ilie elf ective 
defense of Western Europe — abcv£'all , f : ed > era'l , Ftep , uaiic ,, te:i # r±tory **» »sy require 
virtually immediate use of nuclear weapons, at least tactical ones. The Federal 
Republic also wishes urgent attention to be given to the development of NATO as 
a fourth atomic power. It favors the development of some formula giving all 
NATO members, or at least those directly affected by any prospective aggression, 
a voice in determining the moment when nuclear weapons will be used. The 
Socialist opposition still harbors certain reservations about making NATO a 
fourth atomic power, and has shown no enthusiasm for giving control of tactical 
nuclear warheads to the Bundeswehr . They are also less opposed to discussion 
of European security plans involving denuclearized zones or other forms of 
"disengagement, 15 which are strongly opposed by the Government. 

In fields not connected with the Berlin situation there are indeed 
problems, but they can be viewed with much more reassurance. The Germans 
contributed substantially toward -sustaining the momentum' of the Common Market, 
despite the internal problems this creates for agricultural interests, and saw 
their efforts rewarded in mid-January by the agreements reached upon entry into . 
the Second Stage, which the Chancellor hailed as a decisive and historic step 
toward the goal of European political union. 

In the field of foreign or "development" aid the Government committed itself 
to almost $1.5 billion in long-term loans for projects in 38 countries to be 
disbursed over several years. The actual disbursements in 1961 totaled about 
a quarter of a billion dollars, which compares favorably "with the United States 
and the United Kingdom in percentage of GNP devoted to such purposes. Since -the 
Federal Government's defense expenditures are considerably lower than those of 
its major Allies, it could afford to do substantially more in development aid. 
In connection with aid, the Government has added a political caveat — . with an 
eye towards Berlin and East Germany — that '"ihe German people would not under- 
stand if we were to enter into development partnerships with states that do not 
recognize our right to self-determination." 

West German labor registered substantially greater collective bargaining 
gains in 1961 than in previous years and will continue to enjoy the advantages 
of a tight labor market in the unbroken upward trend of major brandes of the 
German economy. Labor's dilemma is that it is confronted with the necessity of 
cooperating with the Federal Government in withstanding intensified Soviet 
pressures against Berlin, which will require certain "sacrifices," but fears 
that the new coalition Government will follow a "socially-reactionary" and anti- 
labor course, at the prompting of "the FDP. These suspicions ma y_ become a major - 
obstacle to improvement in union-government relations. -. — - 

-Except ."for relations with the Communist Bloc, .which are at a nadir because 

of the Berlin crisis, the Federal Republic's. foreign relations have generally ._-..■> 

; borne up well. Those. with the United States are decisive. , Over the past fifteen • 

years the two countries have built "up a capital of reciprocal good will, close 

personal contacts and.t$5ti*»,l;conif:$dtenee^»*or* whiefa both* car* jcontinue to draw .with ; . 

| profit. An example dfcrjn&jtjte j&St'xea*; wajSJthejSt^aus^-^^lpatric agreement 1 i | 
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Hinder which the FRG will undertak*'*iJSt*fl. Jraiyja.ctiens.o5 duractAecef it to 1 

the U S. balance of payments in ritfirff f <fr U;s. &*r t if ii».t*o». in; a .cooperative 
logistics system. This program, Zf m zhoefr&Xlv Z>tb9? *&*&& Ajl^es;. (particularly 
France) and carried to its logical conclusions, could also achieve an integration 
of national logistics systems to a degree previously unknown. 

The Federal Republics policies in Europe continue to be strongly influenced 
by the so-called Bonn-Paris Axis. The Government feels that it can best contribute 
to the steady development of economic and political integration in Europe by 
keeping closely in step with France. This cooperation has been especially 
fruitful in strictly bilateral matters. In problems of wider interest, such as 
the question of negotiations with the Soviets over Berlin, the Germans are not 
prepared to sacrifice their good relations with other Allies, above all the U.S. 
in order to meet French objections. At the same time, if convinced that the United 
States was prepared to pay a price for a settlement with the Soviet Union which 
would run counter to Germany's own interests, the Germans probably feel That 
they have a reinsurance in the French connection, which they might then, if need 
be, develop into a kind of "third force." 

Despite recurrent surface difficulties with the British, the Federal 
Republic recognizes that, next to the United States, the United Kingdom enjoys 
a key position in the Western Alliance and in most respects exercises commensurate 
international influence. The Federal Republic has shaped its policy accordingly, 
with the aim of strengthening the underlying pattern of friendship and coopera- 
tion with Britain. The Germans particularly wish for U.K. membership in the EEC. 

The Federal Republic's policy and generosity toward the Middle East states 
is characterized by great caution and a conviction that Arab problems (including 
that of Arab-Israeli relations) will have to find a local solution within the 
region itself. Toward the African states, the Government attunes its policy 
according to the two factions — the radical Casablanca group and the more 
moderate Monrovia powers. The Federal Republic has cultivated the latter, 
both economically and politically, with almost missionary zeal. It has been 
rewarded, as the new Government stated in its declaration of November 29, by 
the result that "twelve African states, recently assembled at Tananarive, passed 
a resolution objecting to the forcible separation of the Eastern part of Berlin 
and demanded an early solution of the German problem on the basis of self- 
determination." Major German interests in South Asia and the Far East have 
been economic, subject to a similar vigilance concerning the Asian states* 
attitude toward the "DDR." Certain circles in the Foreign Office and the _- 
Bundestag feel that the Federal Republic's policies towards Latin America have 
not been a s energetic as they should be, owing to the preoccupation of^the top 
' echelons with more pressing problems such as Berlin and European security. _ -They - 
feel that the political dividends received from the Latin American states have 
Sen a good return on the modest economic aid provided (327 million ^compared 
with 2§ billion DM for South Asia and the Far East). Foreign trade with Latin 
American \is greater than with all of Africa. • - 

^internall^^ftu«aUon.h as fceen.pgrf ^ib^ V&&g&^*^g^ Z'^ 
.when the coalition £{•>£*}* M T^iltMK I In Jthefelections •». September^ 

I ■-"-.- •• •• • . . • •••••••• 

-• ■ •• •»• •" ••• • •• -•■• -• • • • ••• •• - - 

^ ..-'..' CONFIDENTIAL _. ; ^ : . .. .' 






<ZT"<^*?__?'. *~^ _**?> 5" *>' * ^^^^S?^^"fZiiJi^ _ ^ ««--.5-y^ "T**Tv. . _-«^?^i^_z~*<*£££r. 




CONFIDENTIAL 



I the Chancellor and the CDU/CSU suffiSseTft ^tljac V. Th« Chancsllcr m longer holtfsl 
the reins of power so firmly in hi«j fia»5s •and'the^oaljtlr^'SDP'partaei- contains 
many restive elements. Nevertheless, tfae "ooalit&it W35 «f <Ji|f icy^fc. ti put 
together that no one can lightly contemplate letting it soon fall" apart* and 
vis-a-vis the opposition it possesses a comfortable majority (309 seats to 190 
for the SPD). 

With regard to major policy, the coalition partners have fewest differences 
over defense. Before and during the election campaign, the FDP took a line on 
Berlin and the German question which differed from that of the CDU in calling 
for recognition of realities, more flexibility and new initiatives. The then 
CDU Government was criticized sharply for inaction and inertia on reunification. 
Since the formation of the new coalition Government, Mende and other FDP leaders 
have played down differences and have stated their general agreement with 
Government policies. There remain, however, important elements in the FDP 
who favor a new approach on-the German question, including some type of German 
"unilateralism'' in dealing with the Soviets. This group might well prevail in 
the party at some future date should affairs go badly with respect to Berlin. 
Elements in the FDP also differ with the dominant CDU/CSU line on such issues as 
European integration, agricultural policy within the EEC, and development aid, 
but this is considered hardly enough to put the coalition under serious stress 
in the immediate future. Domestic policy (social welfare wing of the CDU versus 
the financial and industrial interests represented by the FDP) could cause more 
trouble; but Adenauer and Mende appear determined to make the coalition work, and 
through tacit understandings at the top they will probably be able to do so. 

The Socialists did not do as well in the elections as they had hoped, but 
derived solid comfort from the fact that their share of the popular vote rose 
from 31.8 to 36.3 percent. In recent years the party las transformed itself into 
an essentially bourgeois party of somewhat leftist hue. It has developed a 
strong leadership whose aim it is to exercise the same kind of "responsible 
opposition" as its British Labor Party colleagues. On such problems as the 
Common Market and development aid they have little quarrel with the Government. 
They will continue vigorously to champion labor *s cause. They stand for the 
strongest Berlin policy, and loyal cooperation with NATO and the Alliance. In 
defense matters, they oppose an expansion of independent nuclear capabilities, and 
have been critical of the Chancellor and Defense Minister Strauss for allegedly 
aiming to acquire such a capability under the guise of NATO policy. 

Extreme right or left parties have become negligble splinters, with no -.. ~: .... 
seats in the Bundestag . :r 

In any consideration of "German "internalpolitics, -allowance must be made „Z.l 

for the position of the Chancellor,, the state of his health, and the relative 
strengths of Jus potential successors, r The results of the September elections >-: ; 
and^balition negotiations •thereafter* represented a personal defeat. It has 
not ^shaken his aplomb or his self-confidence that he is the only man with the-'iv:^ 
requisite experience to lead West Germany" in the critical days ahead. Moreover, 
in the intra-party.an**«*adition rfiickerjtfig, ^fjer t.he .elections he demonstrated 
j f or _* he - n *« time thaf no £ival «>» 'JiitiLc &4 majcfh ;him; iji* *astuteness or in -'--:..,.- , :j 
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• intangible reserves of strength OSnicfc'^Ln/iatge jl^§ftte.^i(Je»if jSfte^average » 
man*s u continuing confidence in t»e;C|:ano«lljr*s;^cepti*on^lj3bi2L5fy So! lead the 
country). The FDP professes to b«»2iet** that«tfee> Oha»ce*ioi» kas cwmiited himself 
to step down from office in 1963. He has not confirmed this. 

Among his possible successors, Erhard appears still to enjoy the greatest 
amount of popular support, though his prestige has declined among fellow- 
politicians. Schroeder has improved his relative position owing to his 
appointment as Foreign Minister. Brentano has gained new respect for the 
dignified manner in which he stepped out of the Government to take over leader- 
ship of the CDU in the Bundestag . Defense Minister Strauss has no more than held 
his ground, but his strength and abilities are acknowledged and he remains a 
serious candidate for the future. Krone and Gerstenmaier are mentioned as 
compromise candidates with an outside chance. 

On balance the Embassy would characterize l?he outlook for the Federal 
Republic in the coming year Us prospectively stable and strong. It is supported 
by extraordinary prosperity and good alliances, subject however to the strains 
arising out of the Berlin problem and question of security, where the Germans 
are emotionally involved and where the limitations under which the Government 
operates tend to force it into defensive attitudes and narrow policies. Apart 
from their dependence on the Allies with regard to Berlin and security, the 
■ Germans feel that their position in NATO, the assistance they have provided to 
ease American balance-of -payments problems, and the contributions they are making 
for development aid, all demonstrate their acceptance as a full-fledged Ally, 
entitled to the corresponding privileges as well as the responsibilities^! 
Isolated vexations remaining over f«n occupation times (e.g. certain property 
questions and a residual "tripartism" along with the quadripartite procedures 
developed since admission to NATO) seem to them a little incongruous. ^From an 
Allied point of view, they can afford to make further contributions, politically 
and financially, commensurate with the international stature which they have now 
achieved, and can be counted upon to do so to the extent that they are treated 
as an equal within the Alliance and know German national interests with respect 
to Berlin and eventual reunification are duly recognized. 

For the Ambassador: 



Coburn Kid< 
Counselor of Embassy 



Approved in draft: Ambassador Dowling 

DCM: Minister B. H. Morris 
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* Chapters drafted as of January 1, 1962, with exception of 11(E) on 
Eastern Policy, revised to include German reactions in the first 
weeks of January to Soviet Memorandum of December 27, 1961, 

Drafting officers; 
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In 1961 Berlin posed Germany's major national and international poli- 
tical problem. Always a symbol, the city became even more so after the 
events of August 13, In Germany, how the West faces Soviet pressures on 
Berlin is seen as the touchstone of 11110*8 ability to assure European 
security as well as the test of U.S. will and determination to lead the 
Alliance successfully. 

Since November 1958 the Germans had readjusted themselves to living 
with the Berlin problem recreated by Khrushchev's threats. The erection 'of 
"the wall" on August 13 drastically changed this situation. It focused 
public attention on Berlin at a time when the government party was involved 
in an electoral campaign. Lack of an immediate effective Western response 
to this Soviet/East German move created a clamour for countermeasures^ 
Psychologically the German has a guilt feeling about his responsibility to 
his fellow Germans in Berlin and in Eastern Germany. Thus, his natural respons 
to the "wall" was one of a frustrated desire for action on the part of his 
government and his country's allies. When no response occurred, a malaise 
was created in the public mind. Foreign policy issues, particularly the 
defense of Berlin, came sharply to the fore. The SPD, under Brandt's leader- 
ship, used the opportunity to attack the government's inaction and to give 
vague assurances that had the SPB been in" office, the Federal Republic's 
foreign policy, particularly with respect to Berlin, would have been more 
effectively pursued. 

While the visit of Vice President Johnson in- late August to Berlin and' 
the sending of a U.S. battle group to the beleagured city restored the 
battered confidence and morale of the Ber liners, then at a low ebb, the 
general situation following upon August 13 highlighted the difficulties 
faced by the West in defending their position in Berlin. Quite widespread 
criticism was voiced at what was regarded as the premature revelation of the 
West's vital interests, i.e., freedom of access, the presence of Allied 
Forces in Berlin, the freedom of the people of Berlin, and Berlin's viability. 
It was argued both publicly and privately that the West had signaled pre- 
maturely what it was prepared to defend at all costs, thus assuring the 
East that the closure of the sector border would not result in any counter- 
action. By creating a new situation in Berlin through the erection of the 
wall, the Soviets, German observers felt, forced the West from then on to 
defending the "status quo minus". Rumors in early September, prior to the 
September 17 elections, of possible difficulties with respect to air access '■•'=•■ 
contributed to the general psychological uncertainty. The West was seen as 
responding feebly to Eastern initiatives; the .Government was aeeused, even '"'t 
by some of its own adherents, of sitting on its hands. In such an atmosphere; 
the elections took place. Subsequent internal political maneuvering and 
inability to form a government for such a lengthy period also created doubts i 
about the German capacity to contribute effectively and responsibly to 
meeting the Soviet c^J-Majnge- -Jo; B^arl^M. ; 
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| Western, and particularly Ii.'S..„.ab;LUty \o cj;unj;er, J&e.Spv.iet -^ 
cnallenge over Berlin was regaraefc ks iylnSoljfctoT. W§sst4ri. aSikitJ Jo 
assure European security. The (|ern»n «j»jya5ljof feov«.»t:no-Sifres:atd 
intentions starts from the assumption that thVsoviels *intend*,"i:?* they 
can, for communism to rule the world. Germans believe that Soviet manipu- 
lation of the Berlin crisis is designed not only eventually to remove the 
Western presence and guarantee from Vest Berlin, but also to create the 
possibility of intervention in West German affairs with the hope that 
through the instrumentality of peace treaties, disengagement schemes and 
the like, a neutralised Germany can be created. It is within this context 
that German opinion received with considerable touchiness and hypersensiti- 
vity, during the early autumn, U.S. pundits' and others' comments which 
suggested that the U.S. was interested in achieving with the USSR a European 
settlement based on such concepts as disengagement, zones of arms limitation, 
denuclearised zones, and/or zones of inspection and control. While there 

- were denials of any such U.S. intent, it is nevertheless clear that fears 



toward confining negotiations with the Soviets to the narrowest basv. 
possible, in fact to the question of Berlin access alone. It sought to prevent 
the West's advancing any negotiating package in future negotiations with 
tne USSR on Berlin which would include European security proposals. Simul- 
taneously German government quarters were concerned that the U.S. emphasis 
on the buildup of conventional forces in connection with the Berlin crisis 
connoted a basic and questionable change in U.S. strategic thinking. This 
emphasis was regarded as suggestive of U.S. unwillingness to use nuclear 
force should the Berlin crisis eventually require and as a weakening of the 
credibility of the Western (U.S.) nuclear deterrent. 

Despite some doubts, the German government accepted the basic diplo- 
matic and military strategy devised by the U.S. to face the Berlin crisis. 
It firmly stated that it agreed with the U.S. on most substantive matters 
at issue in establishing a Western negotiating position. After the Rusk- 
Gromyko conversations, which the Germans interpreted as the opening of nego- 
tiations and regarded as suggestive of Soviet interest in European security 
schemes, they became again apprehensive because of putative U.S. interest 
in reducing the military confrontation in Europe. As the Government position 
evolved on the essentially defensive concept and tactic of narrow negotia- - 
tions, criticism developed in the opposition as well as - in •• the government 
party against this idea; It was equated with abandonment of the traditional 
classic goal to which the Allied Powers were also committed: i.e. of German 
unification and a European settlement providing security for all continental -■ 
nations. Moreover, after Chancellor Adenauer* s visit to the U.S. in Novem- 
ber, it was thought that he had agreed that a possible change in Berlin's - 
status might -be negotiated with the Soviets as part of a modus vivendi on 
Berlin, ...This, too, was attacked, particularly by the SPB under Brandt's 
leadership, but also "by other leading politicians as a posture which might 
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{result in three Germanies rathep^tkati two., whjLch.yoiiid. cjautrjjjut^ to a J 
status quo sinus in Berlin and pif feraanyj asjaj wkol'a^ *irSi wfcSijh Jrcjuld 
make the long run viability of S^sJ.^r.ii&.ifjps.stbll c» su«"Sairi 2 

Events of the year increasingly demonstrated that the concept of 
eventual reunification cannot be abandoned; it plays too important a part 
in the German national psyche. While politicians and political observers 
will generally agree that reunification is not regarded oy most people as 
a realizable goal now, there is nevertheless a natural emotional impulse 
and national conscience that demands eventual reunification. Abandonment 
of such a goal would be regarded as the grossest incompetence, if not 
treason, for a German government within the limitations of current poli- 
• tical realities. This fact limits the government's maneuverability in 
seeking to participate responsibly with its Allies in any resolution of 
the Berlin problem. The same might be said about any formal recognition 
by treaty arrangement of the Oder-IJeisse line, although it would probably 
be politically feasible to make declarations on the non-use of force to 
change boundaries pending the eventual solution of the German problem as 
a whole, as a part of arranging a modus vivendi on Berlin. Thus the 
maneuverability of any German government, apart from the inherent contradic- 
tions which may exist in the current government coalition, is restricted 
ty internal political considerations relating to Germany as a whole. 

The dilemma confronting a German Government is that on the one hand 
it must seek an acceptable resolution of the Berlin problem short of war; 
on the other, it must meet the German desire for eventual reunification 
in a defense and security system guaranteeing the German Federal Republic 
against Soviet communist pressures. German diplomatic efforts reflect 
this dilemma. They are directed toward confronting the Federal Republic's 
Allies, particularly the U.S., with the same dilemma. The German inevitably 
wishes to bear a larger measure of responsibility for his country's 
security, • but at the same time he knows that both the. capacity and the 
responsibility of safeguarding European security are in the hands of his 
Allies. He says Berlin is constitutionally part of the Federal Republic, 
but expects his Allies and principally the U.S., on the basis of occupation 
rights, to defend it against Soviet. pressures. He thus simultaneously 
looks in two directions. While he wishes a resolution of the Berlin 
problem, he fears that the costs will be too high and at the expense of 
German national interests. It may be anticipated therefore that the German 
. government will, while sincerely supporting negotiations with the Soviet 
Union on the Berlin problem, look to the Franco-German bilateral relationship 
as re-insurance against suspected other tendencies (attributed largely to 
British influence) to oblige" the' Federal Republic to pay too high a price for 
a Berlin. settlement. In this atmosphere, the Germans will continue to press 
for- negotiations on a narrow basis, .limited to largely defensive' tactics -:""""■'•-•''■ 
/: while emphasizing that no security. measures should be undertaken in. a narrow 
European .context, but be world-wide in application. These would fit into a- 
general- and controlled -disarmament concept which the Government, under the 
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[""chancellor's leadership, would afgus, i § qnly joossjbl S ^.political ~l 
tensions are diminished. Measut^s^orjflnfed ttf 2uro%e £cfc*dfij« Awarded 
as discriminatory toward the FefceVil fcpAlHrfcnd: coitfr&utfciy iSfthe long 
run only to the Soviet objective' ofaofilJHnfc Vneu"SraliW (flrmVny. 

In 1962 we may anticipate that the Federal Government will continue 
responsibly to associate itself with its Western Allies and particularly 
the U.S. in seeking a negotiated settlement on Berlin while building up its 
armed forces. At the same time, it cannot be expected to produce any new 
or stimulating concepts on how to resolve the problem. Its posture will 
be both substantively and tactically defensive because of its fears about 
its Allies going- too far and causing the Federal Republic to pay too high a 
price for a modus Vivendi on 3erlin. It will probably find a certain 
relief in French efforts to take a firm and intransigent line vis-a-vis the 
Soviets, ana will continue to look with apprehension at supposed "soft"' " 
llfX^f 1 ™* * Z n th \ u *i^ States, as well as at new 'strategic concepts 
whicn it fears might weaken the Federal Republic's security by suggesting 
Western unwillingness to use nuclear weapons in defense of Western Europe. 

3. Security and Rearmament * 

During the first eight months of I96I developments in the defense 
field proceeded more or less on schedule but without a notable sense of 
urgency on the part of the Federal Government. In the last third of the 
year the Bund eswehr buildup was sharply accelerated as a result of the Berlin 
crisis and the completion of the election campaign. 

™ J W L aSPeCtS ° f the aooeler ation stand out especially: the strengthen- 
ing of the manpower structure of the Bundeswehr and the proposed increase 
1961)! deXSnSe bUdget f0r GFY ' 1 962 to DM 15.6 billion (DM 4-4 billion -over 

The strengthening of the manpower structure is being accomplished by 
tne interim^ retention in service of draftees and long-term enlistees beyond 
their normal release dates (and the recall to active duty of several 
thousand reservists), and by the introduction into the Bundestag of a draft 
law to extend the period of compulsory military serviceTr^m 12 to 18 months. 
The quantitative effect of the interim measures has been immediate, i.e., • 
an increase m 'the strength of the German forces to over 36O.OOO (as 
compared with 291,000 in January 1961). The forces total strength will 
nsetoabout 375,000 with. the induction of the January 1962 draftees. The 
qualitative effect., will, become-apparent more 'gradually as . -the - Bundeswehr . is r ' 
. ... gabled to meet its requirements for technicians through the lengthening 
•;~ •. 01- service. - •"**■'■• '■—^^■-"^^■^Js^??.?^:^ ■<...- ■■■:,•.-<■.<:.■■■.. ■■•.:. ,.-.-. •-..-, ., •.-,_-.. .... ... ... . ............ 
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j The increase of the 1962 defensjVjr^dge^-* origiaaliQi seA«a£ •asowt I 
DM 13 • 5- billion but now proposed as JI-J J5»s bij.lij^ -•• # w»^lj j»f e.3»rov<S&, 
provide the financial backing for thj,*a$8ellj?a1fe(i JsJ^Si^t Jrji E$><3frn|. # »ation 
of the Bandeswehr. In anticipation of the budget increase, the Ministry 
of Defense greatly expanded its procurement of conventional equipment. 
Gcvernment-to-government orders placed in the U.S. alone reached over $600 
million in 19ol, 2.3 compared to a previous annual level of approximately 
$250 million. While total German procurement did not increase pari passu , 
the increase in orders from the U. S. represents a sizable step forward in 
the buildup of the Bundeswehr . The practical effects, however, will be 
felt only over a long pericd^cssBOOB because of the waiting periods for 
delivery of many items. 

In addition to these major steps, various lesser measures were taken 
to improve the Federal Republic's defense. These include the enactment of 
a Federal Requisitions Law ( Bundesleistungsgesetz ) permitting the Federal 
Government . to requisition certain services and property in an emergency and 
to take preparatory actions in advance, the transfer of the defense construc- 
tion division from the Federal Ministry of Economic Property to the Ministry 
of Defense in an effort to speed up both NATO infrastructure and national 
defense construction projects, and the obtaining of authority (from V/EU) to 
build eight destroyers up to six thousand tons. 

Despite these advances, several problems remain — apart, of course, 
from securing adoption of the proposed budget and enactment of the military 
service extension law. These include Emergency legislation, the need for 
strengthening of the German logistics system, and the need to acquire 
additional training areas. With respect to emergency legislation, the new 
Interior Minister, Hoecherl, is' publicly pressing forward, has seemingly 
accepted the need to obtain SPD acceptance of any proposed law (because of 
the two-thirds majority requirement for legislation amending the Basic Law) 
and has begun exploratory talks with the Opposition. 

Limited progress was made through bilateral U.S.-FHG negotiations (cf. 
II A below) in developing solutions to som e of the more pressing German 
logistics problems. Nonetheless, this continues to represent a major weakness 
in the German defense effort because of both internal difficulties (failure 
to develop an adequate logistics organization and to procure war reserve 
stocks) and external obstacles (difficulty in obtaining depot space, etc. 
abroad) .. Further progress will depend in large measure on German willingness 
to spend the required sums and on Allied (mainly French) willingness to make 
, facilities available to the Bundeswehr. . .'."..' 



.-: ... ^.. While no decisive action was taken in I96I with respect to training 
areas ,\Vmali" gains have Veen . registered;"" e»g« continued and^iricreased German • 
use of training areas in 'France and the UK and efforts by the U.S. Forces in 
Geraany- to: increase'- .their sharing of IKS'. -controlled areas.- The severe -land; 
shortage .an the Federal Republic sets limits to the actions which can be .-". 
taken -tp'alleviate this problem," at least within the present terms of. 
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I C. Nuclear l.earons anj.*A&> .Vr^^ I ..' ..* .* I I I.. I.* ~] 

. + . Gersa r ^attention to the achievement of established SATO goals, s-er. 
Jl: n !.? U :^: U? C I Ger= f n ? rces > did not divert the Federal Government 
__v^ ius — -eresu m tee luture pattern and evolution of V.'este— de^e-°e 
strategy. Defense Minister Strauss continued to point out the'needYor 
S 4S°^ S , °' f S f ?° Alliance *° be touted dually and to have access 
iotO? J'Ti P + ^ 1V ^ s; ' 31:eris ' evsn * ho ^ control of the warheads 
IT-i'^ 1S *> C %T inUe in ^erican hanas. At tines the latter P oint was 

t"-^- r Z -!n,f "V 1:apreSS ^ n Snerged ° f h ° ?e3 ' ia at le£3t certain circles, 
t_a„ „_= t-Ei.ea i.a^s wouu agree to share ail asoects of -5t« atom^ 
monopoly with its Allies. * ° 3i " 

-fxorts were- also made to draw a distinction between tactic i and 
strategic nuclear weapons. Eere the contention was that modern military 
uscnnoiogy requirea tnat ail forces, unless they were to become mere cannon 
I^ri^.fV- ~" peC1 : uc ,* ac J lcal nwlear weapons. German theorists argued 
"ttt-/"Z l^**""? cni ? s=-ective deiense against Soviet numerical superi- - 
ority ana tnat at neea not precipitate all-out nuclear war. Defense > r ini*te- 
upported this point of view, which was heavily played up 






the first half of the year bu 



u^sequentiy became subordinated tc Germany's 



interests in making UATC a fourtn nuclear power. 

h-i,,? 6 ^!" 311 pr£ ? S likewise d evoted considerable attention to the oroper 
glance between nuclear and conventional weapons and to the best way to 
keep ^ne_ test's nuclear deterrent adequately "credible." Fublic as well 
v^p?i" lai i Et£res :. was stimulated in early spring by persistent rumors, 
rfxdeiy reported m tne press, that the United States was considering a 
^L^tV- ZZ1 SZT& 1?& which would Place first priority upon conventional 
weapons to improve tne capacity of the Alliance to meet certain tyoes of limit- 
ed -c.ion < tnereoy raising the threshold at which nuclear weaoons would be 
coujaxw^ec; ana wnicn might be combined with proposals for a denuclearized 
zone in Europe. 

German interest has developed along two lines: 

First, the Germans are eager to build up their own nuclear delivery 

tllt^LlLTf T St r d f n baSiS * F ° r the P rese **» ^ey are satisfied to 
have control (of warheads, either strategic or tactical) remain with the 
United States. 2his is a reflection of German government conviction that 
3?!* f? " e def f nse of Western Europe and particularly Germany may reauire 
virtually immediate use of nuclear weapons, at least tactical ones. The 
Government thus remains strongly opposed, on principle, to any suggestion 
S*«!_ n ? f" X8e J Z01iSS ° r ° f disarmament proposals prohibiting the further 
dissemination of nuclear weapons. American explanations of possible 
w^fff 3 ** ™° h a2T «i ge aeats f in carefully defined circumstances, have 
_?!»,«;! P°^"-ve impaciy ..At. the f*z? U=»g .the. F^der.al Republic urgently 
™J 'J** 1 * 10 ;.* be «*¥».*<$ Hf ?«T«a>P»:*t *_• JAW* & a fourth atomic 
power. It was disappoint^ jfrfr jfc* ^rUsk SPol^i* c&fe of December i960 
I — — _____ * * * *** •" 
L-^POLiSABrown | : 
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I was not followed, by G0r.crete;^r<j%f3^aJ.sj, JermaRy^Sayops 4i»» development j 
of soas formula giving all Nt^JAe^bei^, fr; at.l^sj jifhoj ^•dijractly 
affected by any prospective 2*fg2e£S*ior.^..a;-v23iss jtf JteSterfcJSjinJi^the moment 
when nuclear weapons will be used. Here German theorists have in mind a 
strategic nuclear strike against the aggressor* s homeland. 

These lines of thinking have posed problems. Germany's reputation 
still suffers from the taint of Nazi militarism. A strong German initiative, 
particularly in this tense period, would undoubtedly be misunderstood. 
Consequently the German campaign has not been particularly overt, except 
with respect to so-called tactical nuclear weapons, though there is little 
question where the Germans officially stand in these matters. 

Internally, important differences of opinion remain on German defense 
strategy. The Socialists, while fully accepting the need for the United 
States to keep pace with the Soviet Union in the nuclear field, oppose any 
proliferation of nuclear capability. Consequently their views on the ' 
desirability of making NATO a fourth atomic power are still unformed. Thsy 
also have manifested no enthusiasm for equipping the Bundeswehr with 
tactical nuclear weapons. 

The German Government, however, with defense Minister Strauss as its 
leading spokesman in this area, makes no secret of its reasoning that the 
only way in which Soviet aggression can effectively be met in Europe is by 
virtually immediate resort to nuclear weapons, at least on the tactical 
level. Doubts have publicly been expressed as to the willingness of the 
United States to commit nuclear weapons at the appropriate stage in 
hostilities to ensure the desired results. Suspicions exist, and the press 
has charged openly that America's own vulnerability to attack may lead it 
to hesitate at the critical moment in deciding to commit nuclear weapons, 
with potentially disastrous consequences for the security of its Allies, 
particularly Germany. The general public appears to acquiesce in these 
views. 

The deepening Berlin crisis gave renewed impetus to the German conviction 
that it was not enough to strengthen the conventional capacity of the 
Western Alliance. As the year drew to its close, German representatives at 
the NATO Ministerial meeting urged the Alliance to come to grips with 
these critical issues of strategy and repeated that a practical way to give 
NATO its own nuclear capability must be found. 

. D. The Common Market* 



In the past Tear steps toward European. integration, both political and 
economic, were materially advanced. The Federal Republic played a leading 
-role in the efforts to expand and improve , the methods for economic coopera- 
tion and to begin the even more complicated task of building a basis for 
eventual political union. The successful operations of the institutions 
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•of the European Community at Ssue's'eis. Swed.'»uen* -feS 'desman! initiatives and ' 
loyal fulfillment of existing abS.ig*tioais,j«?ot*jto*Ks«i-§ior» |he 'leadership 
in the ESC supplied by a German r«tisnai»a^ •Cilt&iiMian* <?f iSi-S'CdMaission, 
Dr. Hallstein. 

The work and usefulness of the European Economic Community (EEC) 
stimulated the attitudes of other European countries. This development 
reached its peak in the simmer when the United Kingdom and Denmark applied 
for membership in the Community of the Six, followed later by Ireland. 
Negotiations have since slowly gotten under way to work out a basis for 
expansion of the Common Market which may take into account the desire of 
countries such as Denmark and the United Kingdom for full membership. 
Subsequently, the association of other European states, such as Austria 
and Switzerland, will have to be considered. Germany has made plain- from 
the cutset its support for this expansion and its readiness to seek to 
work out solutions to the individual problems involved so long as these 
do not compromise the basic goal of real European unity. 

As the year ended, the Six were engaged in difficult negotiations 
looking toward the development of a common agricultural policy. Despite 
serious domestic obstacles in both Germany and France, these promised eventual 
success. The importance attached by the Federal Republic to these negotia- 
tions/ demonstrated by Economic Minister Erhard's personal participation 
at the direct request of Chancellor Adenauer. Success in this area should 
help clear the way to progress elsewhere, including the development of 
equitable trade relations with other areas, not excluding the United States. 

The Coal and Steel Community and EDRATGM have functioned effectively, 
their operation now being accepted as routine by the participating states. 

It has been suggested that it might be desirable to work out a basis 
for combining all existing European institutions under a single executive 
body. This project has been strongly supported by the Netherlands; the 
German attitude has remained rather reserved, apparently reflecting a 
natural concern that no steps now be taken which could jeopardize the 
existing efficiency and success of community institutions. 

A beginning has also been made, as discussed elsewhere, toward the 
development of a modest European political union which from the outset 
might cover certain aspects of cultural, defense and foreign policy. 
Ultimate German aims are high, but the Germans realize also that for the 
present the relatively nationalistic French viewpoint means that progress 

will be determined by the "lowest common denominator and consequently will - 

be gradual, since at the ^beginning unanimity, will.be the basis of operations. 
The Germans see problems for themselves, . even in such apparently non- T- 
.„ controversial areas as the cultural field where the authority of the Laender 
is decisive. On the defense side, Germany's commitment to NATO is over- 
riding, and the Germans approach this area very cautiously, but emphasize ■ 
their readiness, within a # 9tart.<c%ly £uro£iea». gro,ujyjig # to take appropriate 

| complementary defense mea^ijrsg. j Th?e5two aaii2.Cerntafl fcbj fenfires in the j 
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J future European political unj«» JfoV.'s.eJra U.be'psovSstona KfrUa indeper.-~] 
dent Secretary General and far.aSi amen|Iae»*Jpr*(>cedJl^e^ , t| $ec<jm* effective 
two or three years after the •trewisy isoae* •istt* f *?c£, •whfcn'VMId permit 
the conclusion of arrangements for a tighter political union, including' 
the possible application of majority rule in certain United areas. 

The Council of Europe and the European Parliament at Strasbourg have 
continued to provide useful platforms for fundamental policy discussions" 
both in support of existing European institutions and with regard to 
future^ developments* They have also served as a main way" to keep the 
British abreast of European integration. 

In judging the longer range prospects of European integration, it is 
noteworthy that the Europeans themselves quote as a virtual slogan the 
words, "condemned to success," which characterises very well the tremendous 
drive behind the whole movement. Moreover the Germans are already locking 
beyond the present targets. Defense Minister Strauss has begun to talk 
about an eventual Atlantic community and is also urging the desirability 
of multi-national, i.e., KATO control of the nuclear deterrent, *all~of which 
can be considered straws in the wind, provided, of course, that the process 
of European integration, now well- under way, is not interrupted. 

E. Development Aid* 



^ 3y virtue of Bonn's new Foreign aid program the Federal Republic in 
1961 became one of the principal benefactors of the underdeveloped countries. 
The German government committed itself to almost SI. 5 'billion in long-term 
loans, allocated for development projects in 31 countries. Close to half 
of that is to be expended by the end of 1962, plus more than $300 million 
for technical assistance and multilateral aid agencies. Bonn officials, 
acknowledging the decisive lead of the United States in this field, pride 
themselves on the fact that Germany now comes close to matching the United 
Kingdom and France in percentage of GNP devoted to development aid, although 
Germany has far fewer attachments to the new states that have emerged from 
colonialism and the past year was the first full year of operation of the 
program on a long-term, low-interest basis. Actual disbursements in 1961 
totalled about a quarter of a billion dollars. Since the Federal Republic's 
defense expenditures are considerably lower than those of its major allies, 
it could afford to do substantially more. 

Apart from the economic details and impact of the program, the political 

potentialities of foreign aid have increasingly caught German attention. - 

When the Federal Republic embarked on the new program, largely under pressure-' 
from the developing countries and the United States, it aid so with no :- '?• 
•.^.particular . enthusiasm or purpose, -beyond the vague recognition that having 
the money, it was -expected to. bear a larger share' of the Free World's aid : "-' 
responsibilities, and that the "White Man's Burden" might turn out to be ' '*" 
the White Man's best joublic. r.e.lajions. asset. 
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I In the course of the past. >|ar.*aoth aoVaaWnen't taSTcf Suitfi J* opinion ~~| 
have been struck by the para«o f jinvylvld foh^diVHft \^ e /.^ recipients 
wno respond witn overtures tO»tlM*Essf «fe*m&rf ^o«*r«nftnt5o»»v5t» otherwise 
identify themselves with Soviet anti-German orooaganda in political 
questions of most interest to the Federal Republic. Thus, without attaching 
positive political objectives to their economic aid, the Germans tend to 
feel that beneficiaries might at least refrain from working against them, 
ana m various ways the Federal Government has sought to make the point 
clear. In the new Government's inaugural declaration of November 29, after 
stating that aid would be provided "as heretofore, without political 
strings", the qualification was added: "We cannot afford to disregard the 
fact that the German people would not understand if we were to enter into 
development partnerships with states that do not recognize our ri^ht to 
self-determination." After Nkrumah supported the Soviet position°on the 
German question, German Ambassador Lueders in Ghana was ^leased to ^eoort 
assurances from Foreign Minister Adjei that Ghana would not recognize' Ea«t 
Germany because of the importance of Ghana's economic relations with the 
Feaeral Republic. This amounts to a kind of economic corollary to the 
Kallstein Doctrine (no diplomatic relations with states - except the USSR - 
that recognize East Germany). In the case of at least one aid agreement 
the^ Foreign Office is planning to include a phrase to the effect that aid 
is oemg given in consideration of the continued "friendly" relations 
oetween tne two countries (the Hallstein Doctrine characterizes recognition 
oi tne ^ast Zone government as an "unfriendly" act). By introduction of 
such a pnrase into aid agreements the Federal authorities hooe to put a 
recipient country on notice that the latter 's oolitical positions' may be a 
factor in the German's aid allocation. In any event the Federal Government 
will reserve for itself final decisions as to where and in what amount 
loans will be made. 

So far Bonn has enforced its political reservations flexibly, with no 
automatic cut-off of aid for offenses against "reunification aspirations". 
For example, when Mali joined the Communist Bloc and Cuba in their UN 
position that the principle of self-deterniination was not applicable to the 
German question, the Federal Government neither cut off aid nor demanded a 
public retraction. It did, however, promptly arrange for the Mali Foreign 
Minister to visit Berlin and see for himself how Germans were being 
forcibly deprived of their right to choose their place of residence and 
their form of government. 

F, labor * 

, _ At the end of the year, German labor finds itself in a dilemma. On the 

one hand, it is confronted with the necessity of cooperating with the - ----- 

-Eederal Government in meeting the Communist challenge and withstanding 
-; intensified Soviet pressure against Berlin; a "course which necessarily 
requires certain "sacrifices"; en the other, it is apprehensive that the 
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prew coalition Government will.f^Uov; a. "sociaUysaeaoAAoKsaoj-.^ci ant<- -. 
i laoor course. Labor's suspiSifcifcs tfctfafrd *hi ^DP'fistaS^oi&ti©': oartn^ I 

in the new Federal Gcvernmenf # ^ # % 9 o|ie |'hi 5r .. A i4cl5 &j ijferovement 

in union-government relations. 

West German unions reacted immediately to the Berlin events on 
August 13, and mobilized opinion within the entire working fo~c- in the 
federal Republic for the defense of Berlin, They obtained the support of 
tne international Confederation of Free Trade Unions (iCFTU) for a* world- 
wide publicity campaign and also provided material assistance to Soviet 
Zone refugees, although neither direct nor indirect encouragement was 
receive* from the Federal Government. The failure of Chancellor ^denau— 
ana responsible members of his Cabinet to consult with representatives of 
tne German Trade union Federation (DGB) on the Berlin crisis evoked a good 
deal of resentment in labor quarters. 

West German unions congratulated themselves on the September 17 th 
election ^results, since the CDU/CSU lost its absolute majority, while the " 
numoer ci "prc-iabcr" (S?I>) deputies was increased. Their elation wps 
snortlived, however, when the CDU/CSU formed its "small coalition" with 
the^TF which destroyed prospects for a pro-labor "black-red coalition" 
or for an all-party government which was advocated by the S?D, the maio^- 
part of the CDU labor wing and by the unions. 

Labor has painted its future prospects under the new CDU/CSU/FDP 
coalition government in gloomy colors, claiming that the "secret" coalition 
agreement between the CDU/CSU and the FLP will prevent development of 
"progressive" labor and social legislation in line with union nrooosals. 
The DGB asserted that the Government declaration of November 29 reflected 
management views, ignored labor interests and even threatened to infringe 
upon freedom in collective bargaining. Labor is particularly apprehensive 
lest tne Government coalition seek to push through regressive legislation 
that would hamper its activities. Although the responsible DGB leadership 
realises that the present critical foreign situation reouires sacrifices, 
it fears that the new Federal Government may try to shift additional burdens 
uo one shoulders of the working class while sparing business and industry. 
xt tnerefore interprets government warnings that it may become necessary 
to restrict the autonomy of the collective bargaining parties as a direct 
cnallenge to the free labor movement. Labor denies the "neutral character" 
of the top-level "wage policy advisory board" advocated by the employers 
associations and is strongly opposed to enactment of legislation which 
would make labor-management conciliation boards mandatory for all -industries. 
It fears that. such legislation in the hands of an anti-labor administrative 
macnines might eventually be used as a means to' bring the trade unions 
under, government control. In. the Embassy»s view there is no great likelihood 
that the Federal Government will. enact such legislation. The Government 
obviously realizes that it cannot afford labor unrest in the present 



critical situation. 
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J In the past the CDU labcS*«wS.ng»n«» served* a»*a j3a^a]»/|f* jjijrelations | 
between the Federal Governmerjt "ajid fh£ •EGEy; De*; pijej fhe J>$st4cles to a 
"liberal" social policy allegVdly*TLaid Wwn ^oMer'Hh'e "coa*li*io*n agreement, 
the "Christian-Socialist" spearhead of the labor wing, the CDU Social 
Committees ( Sozialausschuesse ) , will probably continue to press for realiza- 
tion of its social program, which is largely in line with union principles. 
Cooperation between SPD and CDU trade unionists in the DGB has improved 
following withdrawal from the BG3 in the fall of i960 of the "Christian 
Social Fellowship" ( Christlich-soziale Koliegenschaf t - CSK) , a minute but 
militant splinter group. The DGB leadership was cautious in its conduct of 
the Bundestag election campaign and sought to avoid an open political 
"provocation" of the CDU despite the close community of interests between 
the DGB and the SPD. 

Sub-surface fighting within the DG2 between the protagonists of a 
moderate economic policy (along the lines of the S?D*s "liberalized" Bad 
Godesberg program) and the adherents of orthodox Socialism, continued during 
1961, with the "moderates" gravitating around the president of the DGB 
Construction Workers Union, C-eorg Leber, who was re-elected SPD Bundestag 
deputy, and the "orthodox" elements fallowing the lead of the powerful 
president of the DGB Metalworkers Union, Otto Brenner. Both groups avoided 
an open "clash" in order not to jeopardize the chances of the SPD in the 
Bundestag elections. It is not yet clear to what extent the SPD success in 
the elections (which the party attributes to the "liberalized" Bad Godesberg 
program and the far-reaching renunciation of socialization principles) may 
influence the internal DGB debate on a revision of its own 1949 Basic Policy 
Program (calling for socialization of basic industries) which must be brought 
to some conclusion by the fall of 1962 when the next. DGB congress takes 
place. 

Communist infiltration in the unions and shops remained a latent 
threat during I96I. Subversive activities were concentrated on the works 
council elections held in all West German enterprises with more than 5 
employees in the spring of 1961, but failed to produce any marked success. 
The unions, partly in close cooperation with plant managements, kept a 
careful watch on Communist penetration efforts and did not hesitate to expel 
fellow-travelling members and functionaries when evidence of subversive 
contacts was uncovered. 

Labor market developments during I96I were characterized by a further 
decrease of registered unemployment and an increase in the number of 
registered job openings. The ratio of 95,000 unemployed to 573»000 job 

openings (recorded on September-50,-196l) -reflects- the- tightness of the labor 

market. ^ Despite. large-scale importation of foreign labor (the total number 

of aliens employed in the Federal Republic rose from 326,000 on September 30,'^ 

I960 to 545|000 on September 50, 196l) the gap between manpower supplies and 

.,. demands could be narrowed. only. slightly; because, of their limited skills, 

^job off ers to "aliens amounted "to -less than 8 per cent of the total registered 

.'job .openings. Viewed as a «h©i£^ th 3 e.sijiuai;j.q l n # of.,over-employment is expected 
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f~to continue; despite a slight «d Sciajne «bhaj;*jaB$esa;s tcj.bej <Je.ve! 
certain regional industries Jcjoal, jsJej-l^t-JiipJ-arSsJ 4 -*' £odei 
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ve&cjping in 
• njodejr^te slow-down 
the economic boom will af5^~c£* , an:fori ,, c , oir'ec'tivV bar'gairf.'g policies 
rather than the overall labor market situation. Other factors which -indi- 
cate a continuing manpower shortage are: the unbroken upward trend in 
major branches of the German economy; the virtual drying up of the refugee 
movement from the Soviet Zone following Ulbricht's action on August 13; the 
contemplated extension of compulsory military service from 12 to 18 months; 
the further -:•=; auction of the regular workweek in some major industr-' "s 
which will become effective during 1962 as a result of collective agreements; 
the shortage of housing for aliens which inhibits further large-scale 
importation of foreign labor. 

Labor's collective bargaining gains during 196lwere greater than in 
previous years. Pay increases negotiated for over 14 million (or more than 
two-thirds of the total employed wage and salary earners) averaged 10 to 
10,5 per cent, which is substantially more than the estimated increase in 
overall economic productivity. Although the tight labor market will continue 
to favor union bargaining strength in 19&2, uncertainties regarding cyclical 
developments in certain industries and government warnings to prevent wage 
increases from generating inflationary pressure, may tend to stiffen employer 
resistance to union wage demands. Labor's over-all gains may thus be 
somewhat laasr than in 1961. If wage gains lag noticeably in the coming 
year, or labor should become convinced that they will be the subject of 
discriminatory legislation, the stability and absence of strikes which have 
characterized the labor situation in recent years could be replaced by a 
period of relative labor unrest. In his year„end statement SPD Chairman 
Ollenhauer indicated that the unions could count on strong SPD support if 
they bargained hard, for wage increases. It was a "mockery", he said, to 
admonish employees to exercise restraint in their wage demands in view of 
the unjust share of the wealth from German economic growth which heretofore 
had been taken by big business. 
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A. Relations with the United States* 

Relations between the Federal Republic and the United States remain 
decisive for the German Government. The Federal Republic will continue to 
do all it can to strengthen and cultivate these relations, irrespective of 
the fact that it will concurrently also seek to weld its interests more 
closely with those of - the Western European Community, especially France. 

A few years ago Germany was in many respects an economic and political 
dependent of the United States. That relationship has substantially 
changed. On the economic side, Germany *s prosperity has provided almost 
phenomenal stability leading to considerable flexibility in its economic 
potential. On the political side, although the NATO alliance and the con- 
tinued presence of United States forces in Europe remain crucial to German 
security, the Federal Republic acts increasingly en the basis of its own 
convictions, although to a large extent these continue to coincide with 
those of the United States. 

Until nearly the end of the 50s Germany's major goal was to obtain 
acceptance as an ally and equal partner, and in this effort it had to 
depend on, and court the endorsement and support of, the United States. 
In the process the two countries built up a capital of reciprocal good will, 
close personal contacts and mutual confidence, upon which both can continue 
to draw. Only in relation to its security can the Federal Republic still 
be said to be a dependent of the United States, although its forces buildup 
gives it a legitimate voice of its own in councils of the Western Alliance, 
which is beginning to be heard more and more. 

At the beginning of the year there was a 'period of initial uncertainty 
and strain in Germany's attitude toward the United States. The Germans had 
reposed great confidence in President Eisenhower and his administration and 
felt it had done much to bring about Germany*s full acceptance in the 
Western European Community and in NATO. The American election campaign, 
particularly its discussion of how best to meet the Soviet problem, was 
•interpreted in some quarters in Germany as implying a possible reorienta- 
tion in American thinking. The new President and Secretary of -State were 
not well known, and the Germans nervously followed the speculation of the 
^American columnists in the hope of discerning the pattern of coming American 

.-.'-..- It was not until the Chancellor iuade his first visit to President - — 
.Kennedy in Washington and returned, assured that the basic direction of 
-American .-foreign. policy remained unchanged, that the tension and uncertainty 
eased. Nevertheless some disquiet remained, fed by garbled reports about '" 
-the Prospect of basic shifts, ^.American .stj^tegp.<s.Jh^nki ( ^g tp place greater 
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[reliance on conventional weapojis* jndjafcojit jrs*y-s,to\prj3$a,ce; jjn ejbijosphere iiTJ 
which constructive negotiation^ 5wtth:th«5 Sofc^et tfnifln: Bjigb}; ;prcC/<5 possible. 
A further sensitive point lay i*n German 'fMars* 3* ifne po'ssi'ofe^ development of 
a new wave of anti-Germanism, occasioned by American interest in Shirer*s 
book on the Third Reich and in repercussions from the Eichmann trial. 

As the year wore on there was evidence of growing German confidence in 
the policies of the new U.S. administration, particularly after the 
Khrushchev-Kennedy meeting in Vienna, which seemed to eliminate the possi- 
bility of any immediate Soviet-American entente . Preoccupation with the 
German elections in September, coupled with the sharpening of the Berlin 
crisis after August 13, tended to broaden German horizons of thinking, but 
doubts emerged that the United States might be tempted into negotiations 
to achieve a Berlin settlement during which other proposals, such as Dis- 
engagement, might be put forward to German disadvantage. In this connec- 
tion, some Germans hinted. that such policies might provoke Germany into 
going it alone, perhaps not to the extent of seeking an independent 
accommodation wxth the Soviet Union but at least within a Franco-German 
context. Despite these undercurrents virtually all quarters in Germany 
continued to look in the first instance to the United States and to the 
continuation of close cooperation with it as the cornerstone of German 
foreign policy. 

On the economic side fruitful German- American negotiations took place, 
such as those undertaken by Under-Secretary Ball and those involved in the 
Strauss-Gilpatric conversations -in October. Most of these negotiations 
were linked directly with the increased German military buildup. They 
have laid the groundwork for improved cooperation between German and 
American forces in Europe' and are helping the United States to deal with 
the balance of payments problem. 

The extensive discussions which culminated in the Strauss-Gilpatric 
talks were conducted throughout 1961 by U.S. -FRG working groups on PEG 
procurement in the U.S., joint U.S. -FRG use of logistics facilities, and 
the conclusion of a settlement of the U.S. reversionary rights to grant 
aid (Nash List) materiel. 

A Memorandum of Understanding signed by Messrs. Strauss and Gilpatric 
provided that the FRG would undertake military transactions of direct 
benefit to the U.S. balance of payments sufficient to offset U.S. military 
transactions of benefit to the FRG balance of payments, in return for U.S. 
participation in a cooperative logistics system. The bulk of the German 
* military transactions will .consist of procurement from the -U.S. , .although __.. 
=■.-■ there will also be. limited FRG contributions to the capital and operating 
expenses of the cooperative logistics system. "The U.S., in "turn, has -- -r -' 
commit ted. its elf to .working with the FRG in weapons research and develop- 
-■; ment, providing certain procurement services, furnishing depot supply 

support and depot maintenance services in .Europe, selling war reserve -" 
stocks stored in. Europe,. sh«riag of s^-pra^ge ^acj^ljties, and increasing 
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|~ Pursuant to this overal]? # agg?e f e*i oji':G^BaJ*iitii£e;V exchange"! 
*£ n f,*f ® t00k Place between *fi fl"*^* ««P Ithe: Fo*efcfn CCff ici. Amending ' 
the Military Procurement (MSffif) JLgreement *of October* I, 1*95S" '&> provide 
procurement services for so-called "non-standard" military equipment. Draft 
agreements for discussion in early 1962 are also being drawn uo to implement 
tne other facets of the system of cooperative logistics. 

It is generally recognized that the implementation of the proposed 
agreements on a system of cooperative logistics will not immediately. resolve 
bv 6 oS!! ra ^ TJ a?, 3 lo e ±stics Problems. However, this program if accepted 
by oxher affected Allies— particularly Prance— and if carried to its logical 
conclusions, could achieve a bilateral integration of national logistics 
systems to a degree previously unknown. Por example, the U.S. commitment 
to supply spare parts and other supplies from its depots in Europe will pro- 
vide a powerful incentive to the FSG to achieve and continue standardization 
of its equipment with that of the U.S. 

The United States continued its efforts to stimulate the Federal 
Republic into taking a greater part of the burden of economic aid to the 
newly independent countries, particularly in Africa. Inter alia, through 
the Development Assistance Group, Germany has been persuaded to increase 
its contrioution to various joint economic programs, and its own officials 
nave visitea a numoer of countries in Africa and Asia to negotiate appro- 
priate bilateral programs. It remains an-uphill struggle in the sense that 
Germany has not yet agreed to assume a share in these economic programs 
commensurate with its financial resources and technical abilities. 



B. Relations with other NATO Allies* 

infin!^ f 6 ? 6 ^- 1 fie P ul)lic,s Policies in Europe continue to be strongly 
pSil^f^V 11 ?^ " " 11 ^ BOim - PariS **•' Chancellor Adenauer aS 
4™t It, t- GSU J ie * ec ™**ly refer to the close, cooperative Pranco- 
Sr^te^ItH^ aa ' the . k y t0 Eur ° Pean ability, though each approaches 
Se SJSSSt «- iT aSS ° Ciatl0n differently. Adenauer wishes to promote 
IrLtl lit*? S Eur °P ean community in which intimate relations between 

^ ^e^StuarLff 1 ^ l T °l ide Sn effective ««» of policy control and tne 
-■■- ^SS^Jtwfr! l0 r eilt x. 0f SUCh > high degi7ee of interdependence and integra- - -^ 
cent! I hin n Weste ^ E^ope-that no one state can afford an independent ^- - 
^ onXiS 6e 5 ma jy ts P^t adventures -to dominate Europe). French elf orts, ~ 

^^^^4fi^?^--JSS^;P?.?P.>i*WL» the Alliance which France could" T 
'^^ : ■■---,?? 5t^f ■-' 1 i early^atage -m ' the- evolution of -the-Frahco-German^relation- ™> ; < 

=7 ™ S^^S™?'..?**^*. difficulties ^cannot be discounted.? " ~ ~ - •« 
.7 ^POLfEABrown ? * \\ Tl j ! C C H "• '"* "3 j*j , 
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I For the time being, Germany, ccjasiciers that it qan.baat. contribute to "~1 
uhe steady development of econojifc Un<2 p-olitic*l\in^gSafcdoi Ln Jtfrope by 
moving in close harmony with Franco, fchiS uaacubledSy^id (&> rt&ral 
Republic, after initial hesitation, "to 'accept the /renchVfSi'o^n 'irst 
steps toward a political confederation of the Six Western European countries. 
During^l 9 60 tne Germans had held firm in their opposition to the establish! 
men. ox a loose European confederation, but when it became clear that no 
otner oasis .or agreement existed, the Federal Republic at the Godesberg 
^n^^ g / a i ?- t0 °-\ th r lead in bri ^ in ^ about agreement on an ambiguously 
worded declaration which spoke only in terms of confederation. Belgian 
and Dutcn opposition was brushed aside, with vague promises of future 
improvements and with warnings that if this plan was not accented as a 
beginning, tnere was no prospect of anything else in the direction of 
political union. 

In strictly bilateral problems Franco-German cooperation flourished 
German troops were again able to use training areas in norther °rSce 

^t?, S ~ C t SntiS ' S W ° rkSd Cl ° Sely Wlth thsir lrench colleague L matters 
relating to nuclear energy and outer space. There were nints of close 
association in relation to the development of arms. 

Further evidence of. Germany's desire to keep in stes with Frarce 
lll^i- 111 the + f°? text of the discussion within the Alliance of possible 
negotiations with the Soviet Union over Berlin. The Federal Republic smLht 
lranIn^!°- deVe , l0 ^ a C ° aa ° n ^^ ani in Particular to mediate apparel 
S I f^ 111 ^ 1611063 - However, even in these efforts, the federal 
other aUief to^T* ^ WOUld + not — i^ice good relations with its 
vinced Sat the St t ?S° ? ° DJectlons ' lf Ge ™y should become con- 

British-German relations remained on a relatively ever ke^l ai-^™^ 

• tv a ;ri^L b r n a , nuffiber of rscurrent ^°^,^^iti« E-ssf 

than in -.he preceding year, and such problems as there were did rot *?Zr>t 
the underlying pattern of friendship and cooperation. Sucn problems fs a 
possiole German contribution to troop costs for the British E£~S the 
Sss'an^pubilfmairTl^ ^j*^' 3 France into the -Common Market, 
SeiudSo ^i° + aanifeStatl0ns of the a PParently innate broad British - 
£2w" f ^ Gerffl ffy» and Germany's concern about possible British 
- - ol^ were troublesome'but not disruptive 

-the Unl?ed e |fS^ ePUtliC fU l iy > 6C0 ^ iz ^ that- next to the united States, - 
molt ™ ^ xn Sdom;en 3 oys a key.position in "the Western Alliance and, in 
German e ^S^% o ex ! rclses + comm ^^ate international influence.- Cons^uently, •" 
German policy continues to concentrate on -building a sound basis for future * 

•r t il-ir-ii-v\H il-l.Ml -I ; 
■**••• •.•• •••■••• : v ..: •.: 
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I Anglo-German relations, a procesp.'tf^hi.cij su.o*i e^nts Ji$»tl;e:eh{$5 C ello-ts"~| 
visit to London and Macmillan«a ytsj«ts:to •Bonk'ha^ Coi#Slbtft|&. : German 
support for the Blue Streak rocl£tf l& &.*&&& fiov.a .E&zfcieai: Swukner 
Development Organisation is an incidental by-product of this German policy 
conclusion. - 

Belgium and the Netherlands have been attentively cultivated. The 
Germans have been somewhat impatient of the complaints of both countries 
that Prance and Germany are seeking to dominate the Six, but at the same 
time have sought to meet these fears through various compromises. 

Relations wit* the other NATO partners remain good. Germany was 
sympathetic toward Portugal with respect to the problems in Africa, and more 
recently in Goa. There still are indications that Germany would like to 
see Spam become a member of NATO and if not, at least become associated 
more directly with Western military planning, a view clearly related to 
Germany's own military needs. The Greek and Turkish allies are recognized 
to have Their economic problems, in which the Federal Retmblic has indicated 
its willingness to help, though nothing much concrete has yet developed. 

Strains between Germany and Denmark which were reflected in the 
problems relating to the organization of the Baltic Command were largely 
easea m late December when agreement was finally reached on terms which 
met Danish sensitivity. Strauss's ability to visit Norway to complete 
certain mutual defense arrangements without particular difficulty, despite 
tne residue of anti-Germany feeling, was further evidence of improved 
understanding between Germany and Scandinavia. 

Thus, at year's end, the general atmosphere within the Western European 
group was favorable. While many difficulties undoubtedly lie ahead, 
particularly those relating to political integration, the means for working 
together uefmiteiy improved during the year and the general climate seemed 
easier. Germany moved slowly and cautiously at times, but the net effect 
oi its caution appears to be reflected in increased sympathy' among the 
Western Europeans for Germany's own difficulties and support for the Federal 
Republic's position in relation to Berlin and eventual reunification. 



C *. Eastern Policy of th e Federal Republic (Exclusive of Berlin)* 

"■^-'1**°* ^f^y 1961-German-Soviet relations,- the -major determinant of 
_*HG-d1oc; relations in .general ,_ have oscillated from good to bad to some- 
where in between at present," but still fairly low on the T scale. ^ At "the 
.beginning of ,ihe year, relations were good, but in the months following 
J ^ e ^»j ^^deteriorated to perhaps the lowest level of the past decade. 
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toward the end of December the f^S'^upJly.fch^ge^rLi^liSi&rafi'd. began ~~) 
what may possibly develop into Jifelfco^t a53si|^us«culti/v&tiei$ of; (|ermari 
opinion since 1952, unless steps, 'taken •*nlocxne<rtlo*»"wil£: 5%s»2±n*tiop'9l9ssly 
sour the situation again. - 

The Federal Republic's Eastern policy is affected by two main consider- 
ations: first, the necessity of subordinating its Eastern policy to its 
national interests in Berlin and East Germany; and second,* the USSR*s 
persistence in making the FRG a main target of propaganda. The latter 
tactic serves a variety of Soviet purposes, and in general has long supplied 
the dynamics of a much larger European policy. 

Other factors in West German policy toward the Soviets are either 
corollaries of the foregoing, as the Hallstein doctrine, or are of relatively 
lesser importance. Among the latter are: a) the traditionally substantial 
FHG trade with Eastern Europe; b) the desire of the FRG to ameliorate the 
position of German ethnic groups still located in East Europe; and c) the 
activities and revisionist demands of numerous German refugee and exoellee 
organizations. 

A kind of "era of good feelings" in USSR-German relations began in 
December i960 and lasted well into I96I. The improvement was superficial, 
consisting largely of a lessening of Soviet anti-German propaganda. This 
lull may partially have Been an outcome of the Soviet decision to defer 
new pressures on Berlin for an interim following the U.S. elections, to 
allow a n breaking-in" period for the new Administration. Cn February 17, 
the USSR submitted a note to the FRG on the subject of Berlin and a German 
Peace Treaty, which also conveyed a clumsy invitation to bilateralism. 
The West Germans left this note unanswered until August. 

After the Soviet Berlin ultimatum of June, FRG-USSR relations deterio- 
rated sharply. The FRG reacted to Soviet pressures by refusing to exchange 
ratifications of the three-year December 30, i960, Trade Treaty (this 
renders uncertain the validity of numerous continuing trade and commercial 
transactions), by halting plans for a 1962 industrial exhibition in Moscow, 
by refusing to sign a cultural agreement with the USSR, and by tighter- 
restrictions on travel of Soviet nationals to and within the FRG. The 
Soviets on their part, in addition to the steady succession of actions 
affecting Berlin and East Germany, developed their attacks against West 
Germany into a cornerstone of ;; expanding foreign policy-initiatives, • ■ -" " ; " y& 
resumed , the. personal attacks on~ Adenauer," and "conducted "show trials" of '<"«" 
• German spies in the USSR. _- _ : -: • _ ._ * .'_ : y ^" 



,, :x „ ,,.^FRG.relati.on3^with the rest of the bloc correspondingly followed a - 
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Vv- •*. *■ -™~*? T ' a ZZiae ,„at : the beginning: of I96I rt" appeared -the FRG might' -achieve 1 sSSe 

ysome institutionalized improvement of its contacts with Poland. - Quasi- - '~irfe&S 
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["or even diplomatic relations, aatf *he »RG; se:gipUjSly.^&p^e& ^eS^oundworic^ 
for a favorable and long-term fgrja^l tjradf agrfceffi'isnt'.wjich wojildjbmve greatly 
assisted Polish development pla$g\ I.ThVttob gre^actc.'f 5u5iderety»oli« the issue 
of the Oder-Neisse line and on the FEG-s inability to absorb the requisite 
increased imports of Polish agricultural goods to permit an expansion of 
trade. 

A new complication for Germany , s contacts with East Europe was created 
by the GDR*s imposition, on August 13, of the Berlin wall in the name of the 
Warsaw Pact. Since this move, the Germans have tended to view Poland as 
".just another satellite"; the FRG rebuffed a Polish trade overture in 
October, and is also "reviewing the desirability" of continuing a credit 
line to Poland of about DM 50 million annually. 

FRG trade, the main part of its contacts with Eastern Europe, declined 
somewhat with Poland, Hungary, Bulgaria, Albania, apparently from various 
unrelated causes. Soviet and Rumanian trade increased during I96I. 

She Belgrade Conference worked against German-Yugoslav relations, after 
it became apparent that Tito had endorsed many Soviet theses and had lobbied 
for their acceptance hy neutrals. Since the Conference the Germans have 
denied credits to Yugoslavia and have "postponed" discussions for German 
investments in the country. Anti-Germanism has been stimulated in- 
Yugoslavia by the recent Vracaric, Grabovac and Stuttgart Liederhalle 
incidents, the significance of which was inflated by inept handling of 
local German authorities. 

The latest Soviet initiative towards the FRG began about December 20 
with an almost unnoticed stoppage of extreme anti-German propaganda, and 
expressed itself in an unusual memorandum delivered to Ambassador Kroll in 
Moscow on December 2?. The document reversed the customary polemics by 
blaming France, the U.K. and the U.S., instead of the FRG, for "maintaining 
tension" ,' and proposed an improvement of Soviet-German relations on a 
"step-by-step" basis, promising attendant benefits to German business if 
" it would exploit the "ocean for markets" in the East. Although expressed 
in Marxist categories and words, the memorandum was cleverly written, to 
appeal to the broadest spectrum of German opinion. One of its most notice- 
able features is the absence of irritants: the text restates many tradi- 
'tional positions only perfunctorily, ambiguously, and with a noticeable . ^_ 
deemphasis of the GBR. V _ " ". . " • -- * . -7; 

" *" " ■ jr /Since -Soviet ^vilification ^of Adenauer," Strauss and Heusinger -seemed — . — ■-.- 
""^■"TT'to "W~approaching~a'~crescendo~in mid-December f*-the abrupt - change -of— beat -■■- --*- --^-^y 
^^^^at^f irs\ ..confused _.bqth_of ;f icial.-.and publics-German opinion. :.:. This .- confusion ^ . . ._ 
■;^2"^'"'is" no^ tendency -towards'-' '-_ ' ' T^j 

'ec-jr/' :- alt ernative^types ;of;--reaction;fbeceae. manifest.'^These .variations.", of ,, opinion,^^ 
S^I^sb far^;rela/fce to differingiassessments of ; .'t he. -Soviet memorandum, "-and are- ". _r"-T 
Wrr^ ' based !on -the ^circu^ to sustain7several possible _""; 
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j levels of meaning. The initial* «F»reig» Jlffjc^ e 5ea^ti{)rJ.wai^.arA 'remains, j 
that the memorandum naively aiss«; |t sjeja}:atin*g Wftst lGjBivman|r If rosi # »its allies 
without compensating advantages* of •?ret?niT*i , c*t*i6*j? or* freedom for Berlin. The 
Soviet approach must accordingly be discouraged. Minister of Defense Strauss 
has supported this view. In contrast, an increasing number of publicists 
and politicians from all parties are attracted by the speculation that the 
USSR may be genuinely considering a modus vivendi based on present alliances 
and interests, and that the memorandum in this sense constitutes a recog- 
nition of the reemergence of the PRG as a major world power. These persons 
are beginning cautiously to advocate utilization of the opportunity pro- 
vided by the memorandum for German-Soviet talks, with a view to exploring 
whether any better modus vivendi is achievable, provided that the FEG is 
able to do so with the consent and advice of its allies. The Germans were 
struck by the fact that the memorandum closely coincided in timing with an 
apparent hardening of the Soviet position on Berlin in the Thompson-Gromyko 
talks. The thoughts of the receptive group run to the possibility that, 
should Ambassador Thompsons efforts fail, it should be the German, turn 
in due 'course, if the Federal Government can be brought to take the initia- 
tive and no misunderstandings are occasioned among -the allies (a point 
which the Chancellor will bear very much in mind) . 



D. Middle East* 

The Germans do not quite have the missionary approach to their 
relations with the Middle East which they have in Africa; their attitude 
is one of deliberate caution, with the aim of encouraging a balance among 
the various forces of imbalance in the Arab world. 

Caution' is also the keynote with respect to loans for development 
aid. Before receiving a delegation to discuss aid, the Foreign Office 
methodically weighs every facet. Elaborate preparations, for example, 
preceded t"he negotiations with the Vice President of the UAH in Bonn this 
summer. A development aid program had been under consideration for years, 
the Euphrates Dam project had been surveyed and resurveyed.by the Germans., 
Finally, after several postponements, Boghdadi arrived, reciprocating „ 
-Vice Chancellor Erhard*s visit of a year before. The result was a sensa- 
" tional* announcement -of a half billion mark loan which included the/con- 
struction of the Euphrates 'Dam. In spite of a disagreement concerning 
the opening of an East German consulate in Damascus, the ^Federal .Government " 
~ : felt -that, the -time -was, favorable -f or,.a .major.„gesture .to. .Nasser. ..;,„ Although „_ 1.^;. 
generally unenthusiastic- about the Belgrade Conference a few months later, 
^vthe^ederaI?Government -vaW?gratified ;;by"the;role' of Nasser , v who::( in its -.'..- - -S 
'_. ..;_ estimation) 'was more^responsible 'than anyone, else -for a relatively harmless ^ 
j^Jnjesoiut^ statement ' that self- 
-:" determination was "applicable "throughout- the' world. 1 - : . ■-' ./;'■-*". \ ; ~ j: 
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4gain at the time of the ^yfi&n t^fllt* th%w FflyefekOSflrfje.aJlayea. ^ 
—cognition of the Kuzbari reg$n* V it *8e fi«e (fe^tM lat^erjs.repeatea 
urgings - long enough to emerge #, wiVn the •continued confidence 01 Nasser, 
and nevertheless managed to maintain Syria's friendship. 

4. r ior problem for Bonn in the Middle East, as in other underdeveloped 
countries^ is to preclude recognition of East Germany; as in the other areas, 
the Federal Government uses economic aid and exchanges of official visits to 
focus the interest of these countries on the German question. The Prime 
Minister of Afghanistan visited Bonn in I96I, but the Germans found it hard 
to interest him in any question other than his dispute with Pakistan; never- 
theless, substantial aid to his country continues and reinforces Germany *s 
traditional good will in the Middle East. 

The Foreign Office understands that the interest of people in the 
Middle East is focussed on their own problems. Basic to Bonn's policy is 
the conviction of responsible Germans that problems in the Middle _ast - 
especially Arab problems - will have to find a local solution within the 
region itself. They consider this true of the many disputes among the 
Arab countries, as well as of the overriding problem of the area, Israel. 
The Federal Government reparation payments to Israel will continue until 
1965; there is no thought of prolonging them, nor is a request to do so 
anticipated from the Israeli Government. Sometime in 1963 payments will 
have reached a point where they will all be going to pay off interest and 
principal on bank loans, and therefore the question of continued assistance 
to Israel under the regular development aid program has been raised by the 
Israelis and is being considered by the German Government. This and the 
Question of whether Iraq in, its present radical trend will recognize East 
Germany later in I962 are considered by the competent officials as the 
most nettlesome Middle East problems facing the Federal Government at 
present. 



1961 opened with the Federal Republic well established as a diplo- 
matic and economic partner of each of the independent African states. 
Eardly a week went by without the visit of one or two official delegations 
from these countries, usually seeking aid but often, as in the case of 
labor union and parliamentary delegations, simply desiring contacts with 
their' German colleagues.""' The Presidents of Togo and Senegal as well as a 
sprinkling of Prime -Ministers, Foreign Ministers, and other Cabinet level 
officials visited the Federal Republic and. whenever possible they were 
taken to Berlin. Since August 13 the Foreign Office has arranged for four 
African Foreign Ministers or Deputy Foreign Ministers to see the Berlin wall 
and has found that they' react with shock to this sight. 
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j The long list of of f icial;*f ejjaa$ v^sii^ Jtft, AfyicJaSis Shlfcdld.by j 
President Luebke who is making $n£ of h$s ^ie^&rei^njtrspg^iij^id-Jar.uary 
1962 to .Liberia, Guinea, and S'e'negVlj'he'plans'a second series of state 
visits, including Togo, later in the year. In one way or another,- since 
the subject is inevitably raised during any visit, each of these exchanges 
of delegations is related to the Federal Government * s aid program. The 
overall amount of long-tern development aid committed in 1961 for sub- 
Sahara Africa was close to one billion marks, out of a world-wide total of 
5.5 billion. In Togo Germany is rapidly becoming a more important economic 
force than France. At the Tanganyika independence ceremony the German aid 
offer of S9 million compared favorably with the United States 1 offer of 
$10 million. 

German activity in Africa is not confined to the aid program; a great 
deal of effort goes into educating the newly independent countries con- 
cerning the German question and Berlin. There have been substantial 
successes in this program. When the Prime Minister of the Congo, Adoula, 
spoke up at the Belgrade Conference to defend the Western position on 
Germany and Berlin, the West Germans realized that the efforts they had 
put into cultivating him and escorting him around the Federal Republic were 
paying dividends. The government declaration of November 29 pointed with 
pride to the fact that "twelve African states, recently assembled at 
Tananarive, passed a resolution objecting to the forcible separation of the 
Eastern part of Berlin and demanded an early solution to the German problem 
on the basis of self-determination". Herr von Brentano, in his first 
speech as leader of the CDF parliamentary group, expressed gratification 
for similar support given by African countries in the UN General Assembly. 

The Foreign Office in planning its activities in Africa always bears 
in mind the two different factions into which the African nations are 
divided — the radical Casablanca group and the moderate Monrovia powers. 
Its fundamental aims in dealing with these two factions are similar to 
those of the United States — to give every possible support to the 
moderates while trying to promote friendship and influence with the 
radicals. For instance, not having to take a position on the Togo-Ghana 
boundary dispute, for which only the U.N. is competent, the Federal 
Government is demonstrating its general support of Togo by stepping up its 
aid program there and slowing down its assistance to Ghana. 

So far there have been no noticeable failures in German policy toward 
the radical Casablanca states. The Foreign Office feels that it is some- 
times advantageous to deal with these countries on a blunt and direct basis 
and it has had success in this way in keeping the Africans from recognizing 
East. Germany, by a. combination of economic blandishments and diplomatic 
. initiatives." ."■"."'. - . . . '-- 

With the moderate states of Africa, the Federal Government's greatest 
.success has probably been with President Olympio of Togo who has given 
outspoken support . f <jrj Oeymgin Tejinifi»att.op»eii 9ev<e»al»«occasions. The close 
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filiations with President &do*ie »f fion^o hwre.l»eea.»«itt©AWi above; they ^ 
even survived the difficu§.1jisft ^es^ltifi^ rrpm.Kafcaaga*».pi5r*hase of five 
light Dornier planes which,* 1&&C* $&*.*&$& Vt^iW* :'S*. e ?i sed in &°*bmg 
operations during the Congo internal strife. Less satisfactory nave been 
the German relations with Cameroon which have more than once threatened to 
lead to an open break. A similar dispute over economic aid occurred in 

' the Ivory Coast, but these are isolated difficulties in a general picture 
of fruitful and close relationships. 

In 1961 there was a Foreign Office visit to Washington and a State 
Department visit to Bonn for discussions of African policy; these constitute 
first steps in the direction of closer coordination. An intensification of 
this cooperation should prove fruitful for both governments. 



F. South Asia and The Far East* 

German political relations with the countries of South Asia and the 
Far East tend to be much influenced by the particular country's attitude 
toward the East German "DDR". The major German interests in Asia are 
economic. 

■The reference to Asia in the Government Declaration of Policy of 
November 29, 1961, was perfunctory. This was in contrast to the explicit 
attention given to African and Latin American relations, and reflects, in 
part at least, the fact that interests in Asia do not in general have high 
priority in German policy, with the exception of India. 

During the past year there has been increasing recognition that 
German economic policy, particularly as expressed in development aid, should 
contribute to the larger political interests of the free world. Out of a 
grand total of approximately 6 billion DM for long-term development credits, 
the Federal Republic has committed to South Asian and Far Eastern projects 
approximately 2-g- billion DM. India with over 1 billion, 8 hundred thousand 
DM* has the Iion*s share. The other commitments are as follows: Pakistan - 
250 million; Thailand - 100 million; Indonesia - 100 million; Korea - 
75 million; Viet-Nam - 50 million; Ceylon - 40 million. 

Against the backdrop of this economic support for Asian 'countries, 

• the Belgrade Conference (September 1-6) disappointed the Germans. It was 
felt .that Nehru particularly should have refused to support a final com- 
munique which was neutral^ on the, Berlin question. After the Kennedy-Nehru 
talks, "however, it was hoped that Indian policy on Berlin and the German 

.question was set on a more satisfactory course. .-..'.:. - ■. 

' There is little instinctive sympathy between German and Indians. The 
year opened with a **idaly pu»blioize& ariiole .by .the .former Indian Ambassador 
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n^i Bonn, Tybadji, cuttings &Tfl^ftji1^J:g;^r..*4i^-frp»«eueMC«* # oi uermans_ witT] 
thei- own croblems. The fc«rWm:pr<Jss Suspended fljat ^»is ? ss nox xne Kina 
of talk appropriate to a «*atI«i*eT)1faisS.i:g.JkS*& SaSourfjj.j^.econo-aic aia xros 
Germany. "Is the year ended the Indian attack on Goa was emphatically dis- 
approved by all segments of German public opinion. 

Nevertheless, in spite of the absence of sympathetic rapport, German 
nolicy is very cautious as regards India. For one thing, German trade with 
India is larger than its trade with any other of the developing countries, 
and the balance is heavily in the Federal Republic *s favor (at an annual 
rate of about 3150 million). Politically, there -is awareness than an 
Indian decision to recognize the "DDR" would be copied by several other^ ^ 
states, including almost certainly Ceylon and Burma. The federal Republic, 
despite its reservations, has been willing to make available to India about 
one-third of its total economic assistance in 1961, and to do this through 
a formal consortium of countries. When faced with problems such as that of 
the Indian attack on Goa, the Federal Government is disposed to congratulate 
itself anew that it is not in the UN and hence not obliged to take a posi-^ 
tion which might have serious repercussions in terms of the Federal Republic 
position vis-a-vis' the GDR. 

Relations with Japan continue to be good in all aspects, economic, 
cultural, and political. The relationship is comfortable, without^ any 
outstanding problems of consequence. The Federal Republic keeps the 
Japanese informed about the Berlin problem. A matter of some worry is the 
character of the socialist movement in Japan and the absence of comprehen- 
sion by the dominant left wing of the German point of view. The central 
organization of the SPD in Bonn devotes considerable attention to correcting 
this shortcoming by organizing exchanges and cultivating contacts among the 
respective socialist leaders. 

German relations with China, both Red China and Taiwan, are also 
dominated by considerations involving the "DDR". There are. two pressures 
on the Foreign Office regarding China policy. Certain industrial and 
commercial interests advocate recognition of Red China as a means of 
promoting trade. The Foreign Office resists this pressure partly out of 
recognition of the importance of not getting too much out of step in the 
Far East with the United States. On the other hand, the pressure of- : the 
group led by Eajonica and other parliamentarians to recognize Taiwan is 
also resisted. The Foreign Office fears that some of the Asian "neutrals" 
would react to recognition of Taiwan by recognizing the "DDR". Meanwhile, 
trade between the Federal Republic aRd Red China has decreased during the 
last 3 years from approximately 800 million to 200 million DM. The 
decrease has been caused mainly by the exchange difficulties of Red China, 
but also, it is believed, in part by the reorientation of some Chinese 
trade to Japan. - 

At' Belgrade, Indonesia followed the line of the bloc on Berlin and 
"DDR". While *ke.«Beieral«Repub&i» elaa hes»e*h«r problems with 
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[Indonesia (for example, tft% Snioj?e,s*an jrish«tc».c:ja«»ei oil.fierman traae } 
through Indonesian state ir&Slne? coSipa$j.fcs>, i^F^de^a;]? Republic has never- 
theless continued to shiple lerta'rJfffliiuliii.Sf^r^s: to:Ui<iof^sia. Elements 
in the Foreign Office support such sales, though they annoy the Dutch, on 
the grounds that if the arias were not furnished by the Federal Government 
thev would he supplied "by the Bloc. The Indonesian Defense Minister 
Nasution was in Germany three times during the course of the year; first 
when he touched down at the Dlisseldorf airport January 1. The second of 
these visits, June 26 - July 3, was the only official one. He was given 
red-carpet treatment in Bonn and toured the country, and was reported to 
have examined the possibility of training officers in Germany and making 
arms purchases. Bundesrat Minister von Merkatz also visited Indonesia on 
a trip January 22 - February 8, which took him and a sizable delegation to 
Burma, Thailand, Malaya and Ceylon as well. This trip was the main demon- 
strative gesture made by the Federal Republic to Asia during the course of 
the year. 



G. Latin America* 

The new West German Government's declaration of policy states: 
"Relations with the Latin American countries have developed very satis- 
factorily. The governments of that continent have during the last few 
months and more recently at the sixteenth General Assembly of the United . 
nations almost unanimously supported the demands of the German people for 
reunification and self-determination - a support for which I want to thank 
those governments from this rostrum." 

In terms of political dividends this support for the Federal Republic's 
position represents a good return on investment. For whereas the Federal 
Republic's foreign trade with Latin America is substantial (greater, fox- 
example, than with all of Africa**), the amount of long-term development 
and credits extended to Latin America during the past year has been 
relatively modest (327 million DM compared to 2& billion DM for South Asia 
and the Far Ea3t). 

There are elements in the Foreign Office (particularly in the Latin 
American Bureau),* and also among parliamentary leaders (Bruno Heck, .the 
.. newly-elected second whip of the CDTJ, for example), who believe the Federal 
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**5.3 per-cent-of total exports, and 6.7 per cent of total imports -as com- .. 
;; Spared with 4.5 per cent- total: exports, 5.7 per cent total imports for . 
Africa during first 10 months of 196I. . 
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[^public has given inadeaXktrWetfiojP.tg^in; £■«*<». d*k # its economic and] 
aid policies. They feel llSal" ttfe sftakfe^ in. Lati^ ^me^ea jase extremely 

important, not merely or kr'iWiiy ** itfe.jiassow: Sernfc ;of fcalicy toward the 
"DDR", but of maintaining the position of the free world in areas where it 
is now under attack. 

Foreign Office exponents of a more active Latin American policy find 
themselves somewhat hemmed in through the preoccupation of the top echelons 
with more pressing problems such as Berlin, the German question and European 
security and cooperation. Their frustration is heightened by a sense of 
impending disaster in Latin America if the Vest does not move quickly with 
both aid and pressure for social reform. As Germans, Latin American 
"aficionados" in the Foreign Ministry feel that their countrymen have special 
assets in the Latin countries in terms of liking and respect for things 
German. Count Pappenheim (head of the Central and South American Bureau 
of the Foreign Office), for example, believes that not only should a more 
sizable portion of German aid funds go to Latin America, but it should go 
primarily to those countries with a demonstrated desire to push ahead with 
social reform. He is of the opinion that the West must be prepared to 
accept leftist, reformist regimes in Latin America lest the continent be 
lost to the Communist Bloc. German officials do not regard the role of 
the lar^-e German communities in Argentina, Brazil, Chile and Paraguay as 
very great in changing the traditional way of life in Latin America as a 
whole. They think pressures must be brought to. bear in conjunction with 
aid programs. 

As for the special problem of Cuba, there are elements in the Foreign 
Office who favor a break in relations whether Cuba recognizes East Germany 
or not. It is believed that Cuba has not thus far recognized the "DDR" 
mainly because of economic considerations; German ships are at present 
carrying a considerable portion of Cuba*s exports and imports. The Foreign 
Office claims -that its desire to do something to stop this carrying trade 
is blocked by the absence of legal authority to take action. If the OAS 
moves to isolate Cuba at its January meeting, the Federal Republic will 
probably endeavor to cooperate. The Cubans are little in evidence in 
Bonn. The Mission is now headed by a Charge, but there have been rumors 
that an Ambassador may appear on the scene. 
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As I960 drew to a close the Chancellor and the CDU/CSU could look forward 
to the new year with considerable confidence. They faced elections, hut they 
felt that 1961 would mark another electoral triumph for them. The events of 
August 13, the relative set-hack suffered by the party at the hands of the 
voters on September 17, and the prolonged coalition negotiations have combined 
to create a less optimistic outlook for 1962, The Chancellor, with the reins 
of power less firmly in his hands, heads a coalition with an FDP junior partner 
containing many restive elements. While the enlarged and more confident SPD 
opposition avows its readiness to cooperate in the vital foreign and defense 
fields, it has also stressed its watchdog role both in the Bundestag and in the 
country. 

Despite the disgruntlement left by the coalition wranglings, the new 
Government is beginning to feel more self-assured. The new ministers have taken 
over their portfolios and have taken the measure of each other. They realize 
that they must perforce work together, or face a repetition of the government- 
forming process, something no one can contemplate lightly. The only alternative 
would be admission of the Social Democrats into the Government, and party leaders 
in both the CDU/SCU and the PDP remain opposed to this solution. Together, the 
coalition parties have a comfortable majority in the Bundestag, 309 votes to 190 
for the SPD, though defections from the ranks of both parties may result on 
controversial legislation. The gravity of the world situation has so far been 
a uniting factor, though there are many differences within the parties regarding 
the best approach to solutions of the Berlin and German questions. 

With regard to major policy, the coalition partners have fewest differences 
over defense. Foreign policy, particularly Berlin, could bring a serious strain 
in the coalition, provided events comparable to those of last August 13 should 
severely shake public confidence in the Government. There are many in both 
parties, however, who will seek to avoid showdowns over foreign policy, to find 
areas of compromise, and to prevent any open breaks. Thus, while there are 
significant elements in the PDP who differ with t v « dominant CDU/CSU line on 
such issues as European integration, agricultural poiicy within the EEC, and 
development aid, it is unlikely that these question will put the coalition 
itself under real stress in the immediate future. Domestic policy could cause 
more serious trouble. The social welfare wing of the CD¥ has been openly 
critical of the coalition with the PDP, because of the PDP*s ties with financial 
and industrial interests; but here considerations of political prudence operate 
to keep 'differences within bounds. Adenauer and Mende appear determined to make 
the coalition work, at least for the time being. In the process, they must both 
be careful in the handling of their respective Bundestag groups, which contain 
many members who are not similarly committed to preserve the carefully constructed 
coalition edifice. :_.'.- \. . . . ■ ' 
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' The coalition agreemfr*,:.wi4cn jsstabjiekes.unfcec the.guttb of cooperation 
a rather elaborate device! ffc* checks; onjtfce <jfchej«f jictao*, mejj well turn out 
to be the "scrap of pacer*' it's'de^raWors'tKcm'it^ It seeas «aoubtf ul that busy 
men will stop to scrutinize the agreement at every turn; tacit understandings at 
the top would seem the most logical development. 



B. The SPD Opposition * 

In the elections on September 17 the Social Democrats substantially improved 
their standing, though the increase in their proportion of the vote fell short 
of their hopes. Their share of the total vote "rose from 31.8 to 36*3 percent, 
and their Bundestag representation increased from 169 to 190. Even more 
important, internal dissensions have now been largely overcome. No one of 
consequence in the party sees danger of a serious split in the ranks— a fear 
that was on everyone's mind prior to the elections. Willy Brandife position in 
the party apnears secure, as does that of Erich Ollenhauer, Herbert Wehner, 
Fritz Erler and Carlo Schmid. 3h marked contrast with the increase in SPD 
electoral strength was the poor showing of the leftist German Peace Union (DFU). 
Although the small DFU vote (1.9 percent of the total) cost the SPD a few seats 
in the Bundestag , the inroads by the DFU were not nearly so severe as the SPD had 
feared. 

The Social Democrats continue to press for an all-party government to deal 
with the grave international situation. Thwarted so far in this effort, the SPD 
has declared its intention of demonstrating a capacity for responsible partici- 
pation in the government by maintaining a constructive, but watchful, opposition 
in the Bundestag . With Brandt at the head, the SPD seeks to establish itself 
in the public mind as defender par excellence of Berlin. It has criticized the 
Government for trying merely to uphold the "status quo minus," and ha3 urged a 
"counter-offensive," taking the Four-Power status of all Berlin as the jump-off 
position for any negotiations, and aimed, among other things, at removing the 
Berlin Wall. The SPD has also repeatedly proposed since the middle of the year 
that a 52-nation peace conference be called to deal not only with the Berlin 
question, but with all outstanding questions remaining from the War. The SPD 
argument is that, as demonstrated by experience in the UN, the West could almost 
certainly muster an overwhelming majority of states in favor of self-determination. 
In opposition to the view that such a conference would bring grave risks for 
the West," the SPD contends that it would put the Soviets on the defensive. 

Whereas the Government has been reluctant to discuss the problem of 
European security, for fear it would reanimate dormant disengagement schemes, 
and has looked increasingly toward discussions narrowly limited to Berlin, the 
SPD still maintains the position that the widest possible discussion of all 
outstanding problems is desirable. Although the SPD has become more explicit in 
its espousal of JSATO and in its support of defense measures within the NATO frame* 
work (aff illustrated by its expected support oiTthe bill to extend conscription 
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r from 12 months to 18 month*), :£*"** ParW-So W^^f *£££,? * 
disengagement measures as***, $t.i* nes^rtnelesfi^-ffli: rffed| to promote 
fairly unrestricted discussions* of Efttt>p*ati •security/ ino2*diig regional plans. 

As for questions of NATO strategy, the SPD has tended to take its cue from 
the Kennedy administration and to give sympathetic hearing to the s^ategic 
thinkinFof American experts reportedly close to the mite House. The SPD 
opposes an expansion of independent nuclear capabilities, and repeatedly 
criticizes the Chancellor and Defense Minister Strauss for apgedly aiming to 
acquire such a capability under the guise of NATO policy. The 8™*" £"•* 
with suspicion thrproposal to give NATO an independent atomic capability, but 
its position on this question is still somewhat fluid. 

On such problems as the Common Market and development aid, the SPD finds 
little quarrel with the Government. Its criticisms of the Government^ 
development aid program are limited to questions of method and administration, 
anl are not pursueTwith partisan ardor. The SPD had hoped to make social and 
cultural policy a major issue of the electoral campaign, but these issues were 
£gSy\lanketet out by the overriding importance of foreign and defense policy. 
The coalition of the CDU/CSU with the FDP has led, however, to a sharpening Ox 
£ dSerencef over social policy. In practical terms, the inclusion of the 
FDP in the Government is interpreted as a swing to the right in social and 
SonSic policy. It is probable that the SPD will ^PPOrt a more aggressive 
drive by labor in the coming year for a "more equitable division" of the 
economic product. 

- The fundamental problem for the SPD is that while the party ^is united, it 
seems doomed^ minority status in the Federal Republic for the foreseeable 
Xture.^Despite the substantial policy changes which have transformed the party 
££^u essentially bourgeois party of somewhat leftist hue, the «>ntinu£g 
aversion of a majority of the West German populace to any party hearing the 
Sbel "social Democratic" is such that coalition is the only available *eans + to 
ptwS. ^SfwayhT f or the present at least been barred by the refusal of the 
Eat elements in the- present coalition to consider seriously any form of 
alliance with the SPD at the national. level. 

- ~ oV — Other Political .Groupings * 

- -^l^l Band^ ^~*i^Jbo^rt^.2*^«^.;%^ 

a-half party system, "marked the virtual disappearance of the only other^ 
uolitical party which could rightfully claim national status. -The hast 13 ^ ^ 

;: I clrmau^ 

;^SSih^ 

^-^^he^eV^party feir^b^bw to^ 

~ •% ^Skt^it ^eVuJers ; **fefo^ leave, the party. . . .. 

-■--i; ^ *„poL/.psweet; GMouser-j ♦, ««,.• .• •. * ::*-:•:: : — ' 
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' . The GDP leadership,^ :tte;n_1£on$i:ct^_^ ' 

Schneider have publicly _<J_Sowlfcdg«fd, J.-2 di^pir J.t£d; an$ $nc^riain. The national 
convention scheduled for January l^'in'^eTtiAgerf* _ay witHesa the GDP*s formal 
dissolution. The DP may continue as a strictly land party in Lower Saxony and 
former BBS leaders may seek to resurrect the refugee party. As a national 
force, however, their prospects are dim. 

" Hhs same is true of the competition on the extreme Right, the openly 
neo-Nazi German Reich Party (DRP). While this party had no expectations of 
overcoming the 5 percent clause, its leaders had hoped to capitalize on the 
events of August 15. Instead, the party dropped below one percent and the 
leaders are now wrangling over who was responsible. The Federal Chairman has 
resigned and has recently founded a new right-radical party cal_ed the German 
Freedom Party (GFP). A main goal will be armed neutrality for Germany. 

The voice of the extreme Left in the Federal Republic, the LFU, while 
bravely talking of the future, has no brighter prospects than those of the other 
minor parties. _a the elections the party was able to win barely 1.9 percent 
of the total vote, a percentage approximating that received by the outlawed 
Communist Party when it last contested national elections. 

All of these minor political groupings face a highly unoertain future. 
They have persistently failed to capitalize on issues which would seem tailor- 
made for extremist groups. The German people have resoundingly rejected their 
nationalistic or neutralistic appeals. Special interest groups such as the 
refugees prefer to cast their votes for one of the three major parties. 



D. Position of Chancellor Adenauer * 

Both pro- and anti-Adenauer circles are generally agreed that the 
Chancellor suffered a personal political defeat in the elections on September 17 
and that his prestige was further diminished during the subsequent coalition 
negotiations. The closeness of the vote by which he was finally re-eleoted 
Chancellor on November 7, 1961 (by a margin of 8 Bundestag votes out of a 
possible 309 from the coalition parties) arithmetically confirmed his expenditure 
of political capital. Nonetheless, he characteristically exhibited great aplomb 
both on the morning following the elections and on the occasion of his 
re-election as Federal Chancellor. Despite his age, the Chancellor evidently 
does not doubt that he is the only man with the requisite experience to lead 
the -Federal Republic in the critical days ahead. 

His position within his own party is difficult to gauge by normal politioal ; 
standards. He is a deft political in-f ighter and a master politician when the 
occasion warrants, but he frequently remains aloof from routine politioal 
activity. His record as Federal Chancellor and as leader of the CDu/CSTJ has 
been such that when a real test of strength came, as it did following the 
elections, no : on»*«f_S_tur# tn.TJhft'pa^iarV^s. prepared; to challenge him. There 
1 _ . . . . . . . . ... ..... 1 
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I had earlier been serious Tjap^ta^e.tjdk .** && dCJUo^cSTT i&aftMs, Chanoellor H 
"must go," that he must aftkftcftrlefee Jtef$a$ alsi &tir&° gfeiftftaSJty-, that his day 
had passed, etc. But when'pu«if'to-thV*te'sV&s srfter^beiJbie, tfae imponderable 
sources of his strength (which in large measure reside in the "average man*s» 
continuing confidence in Adenauer's exceptional capacity to lead the country "i 
manifested themselves once again. Failure to appreciate the extent of this ' 
political strength led to a serious miscalculation on the part of FDP leader 
Mende, who had publicly announced that his party would never enter a coalition 
headed bj Adenauer, 

How long Adenauer will remain in office is subject to two primary 
limitations: his physical condition; and his avowed intention to step down 
before the expiration of the current Bundestag term in 1965. He has stated that 
he will retire in time to permit his successor to establish himself in office 
before the next elections. The FDP professes to believe that he is. more or less 
committed to take the irrevocable step in 1963. The CDU/CSU, least of all the 
Chancellor, have not publicly confirmed this interpretation. 

In the perennial question as to his successor, the major candidates are 
Srhard, Schroeder, Strauss, Krone, von Brentano and Gerstenaaier. At present 
Schroeder has marked up ihe greatest relative gains and Erhard has been the 
chief loser. Schroeder owes his new prominence to his selection as Foreign 
Minister in succession to von Brentano. 

Erhard is still the nominal successor and his great popularity in the 
country ha3 apparently held up rather well. Among the politicians, however, 
some of his strongest supporters feel that he has again failed them at a' crucial 
time. They believe, and this is particularly true of the FDP, that Erhard 
could have succeeded Adenauer immediately following the elections had he not been 
lacking in determination and decisiveness. His new oritios point out that 
instead of fighting for the Chancellorship, Erhard tilted at the windmill of the 
new Development Aid Ministry (the name has since been changed to Economic 
Cooperation). 

Strauss has no more than held his ground. His behind-the-scenes maneuvers 
during the coalition negotiations did not succeed and therefore won him no new 
admirers. His great abilities, however, are acknowledged on all sides, and he 
remains a serious candidate for the future. 

Dr. Krone, now a member of the Cabinet as Minister for Special Tasks, would 
be the most likely successor if the only alternative were fratricidal party 
strife. 

Because of the dignified manner in which he resigned during the coalition 
negotiations, Brentano has gained in prestige in the country and among his 
Bundestag colleagues. After being virtually counted out as a possible successor, 
he is now, as new Chairman of the CBtj/cSO" group In the Bundestag , at least 
mentioned again as a possible compromise candidate. 
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Bundestag President £kfr4tenfe&jr, SnfiopriL&'ifc fcteloto £ftfr. seems an 
unlikely successor except. #3 s .the! header en all-|aj-ijr gA4nu&£t. He is 
respected, but he enjoys genuine popularity onfy among members of the FBP and 
the opposition SPB. No one doubts that Chancellor Adenauer himself will 
probably have some say about his successor before he finally departs, and 
President Luebke demonstrated Tiy his activity during the coalition negotiations 
that he too must be reckoned with, 
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